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FT Weekend tomorrow 
The smackerati; heroin 
spreads out of me ghetto 

and into the city 
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Israeli cabinet 
agrees to return 
land to Palestinians 

Israel's cabinet gave the 
go-ahead for a phased handover 
of West Bank land to the Pales- 
v tlnians, paving the way for the 
y, implementation of last month's 
1 . ,jr Wye peace accord. The vote, 
narrowly won by Benjamin 
Netanyahu, Israeli prime minister, 
is the first time a Likud-led 
government has agreed to hand 
over land to the Palestinians. 

International, Page 10 

Battle rages over Russian TV 
ORT, the main Russian television 
channel, said that it may be 
forced to go on air today without 
video footage shot outside the 
studios, after bailiffs began pro- 
ceeding to seize property. 
Europe, Page 2 

Jobs recovery fed by part-timers 
A net growth in temporary and 
part-time jobs accounts for 
Europe's current modest employ- 
ment recovery, accorcfing to the 
annual survey published by the 
European Commission. Europe, 
Page 2 

Support grows for budget freeze 
Ambitious plans to increase 
European Union spending in the 
new millennium are under thre a t 
as a campaign among member 
states for a budget freeze gath- 
ers momentum. Europe, Page 2 

German business confidence faDs 
German business confidence feH 
in October for the second month 
running, pointing to a significant 
deterioration in economic growth 
next year. Europe, Page 2 

Boost for Brazil austerity plan 
The Brazilian government's fiscal 
austerity plan has won two 
important victories in Congress, 
including the approval of a tax 
increase for companies. Ameri- 
cas, Page 6 

^jticrosoft 'maintained inonopofy 1 
1 -The first economics expert to 
testify in the Microsoft anti bust 
trial said the wold’s largest soft- 
ware cbmpany had maintained ' 
its monopoly power since the 
early 1990s despite rapid techno- 
logical change in the computer 
industry. Americas, Page 6 

Japan trade surplus with US op 
Japan's poetically sensitive trade 
surplus with the US rose 32 per 
cent in October to Y719bn 
($5.9bn), mainly as a result of a 
fall in imports caused by sluggish , 
domestic economic activity. 
Asia/Pacific, Page 4 

Obuchi dose to expanding tax cuts 
The Japanese government 
moved closer to expanding tax | 
cuts in order to stimulate the ail- 
ing economy, after agreeing with 
the opposition Liberal party to i 
form a coalition by early January. 
Asia/Pacific, Page 4 

Indonesia rupiah shrugs off unrest 
The rupiah defied political unrest 
and continued to rise, amid 
encouraging economic data and 
World Bank studies indicating the 
economic crisis's social impact 
was less dramatic than had been 
forecast Asia/Pacific, Page 4; 
Editorial Comment, Page 15 

Son rises on space exploration 
A Russian rocket is due to lift 
into orbit this morning, the first 
component of a $40bn interna- 
tional space station to be built 
400km above the earth, interna- 
tional, Page 10 

Monet fetches S 8 m in Hew York 
An idyllic boating scene by 
Monel “Canatiers & ArgenteuT , , j 
sold for $9m at Christie’s ki New 
York on Wednesday night 


Paris bourse to join 
London-Frankfurt 
exchange alliance 

The Paris bourse has agreed to 
join the affiance set up by the 
London and Frankfurt stock 
exchanges to create a single sys- 
tem for trading shares In Euro- 
pean blue chip companies. The 
decision ends French attempts to 
create a rival affiance with other 
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and Markets, Page 17; Nine 
into one win go. Page 18; Set- 
back for Vienna, Page 28 

Texas Instruments of the US and 
South Korea's Samsung Elec- 
tronics are to dose a semicon- 
ductor plant in northern Portugal, 
one of the country's biggest for- 
eign investments, with the loss of 
750 jobs. Europe, Page 3 

The world’s two biggest energy 
futures exchanges In New York 
and London have entered into 
merger talks that could lead to 
the creation of the first global 
energy exchange. Companies 
and Markets, Page 17 

Shares it PetroRna, the Belgian 
off and petrochemicals group, 
again rose sharply amid specula- 
tion that it could be taken over 
by Elf Aquitaine, the French oil 
company. European companies, 
Page 18; Lex, Page 16 

Cendant, the troubled US direct 
marketing and franchising group, 
Is today expected to announce 
the sale of its consumer software 
unit to Vivendi, the French utili- 
ties group. Companies and 
Markets, Page 17 

KPN, the Dutch group, and 
Qwest, the US communications 
carrier, are to create Europe’s . . 
biggest network for internet traf- 
fic, in a venture that may lead to 
joint activities in other areas of 
the telecommunications market. 
European companies. Page 18 

Japan’s ministry of finance is set 
to announce the sale of 1m 
shares in NTT, the telecom- 
munications group, in what wfif 
be one-cf Ihe top.10 offerings of 
this decade. Asia- Pacific 1 
companies. Page 19 

SMor, the Venezuelan steel 
producer, has closed two plants 
due to depressed global steel 
prices and falling domestic 
demand. American companies. 
Page 20 

Baan, the Dutch business 
software group, announced that 
Jan Baan Is to cut all boardroom 
ties with the company he 
founded 20 years ago. Compa- 
nies and Markets, Page 17 

Ma nra anran n, the Berman 
conglomerate, reported a 20 per 
cent rise In nine-month sales and 
said full-year profits would better 
1997’s record earnings. Euro- 
pean companies. Page 18 

Petro vfe fr ia m, Vietnam’s 
state-owned oil company, and 
Russia’s state-run Zarubezhneft 
have signed an SBOOm agree- 
ment to establish Vietnam's first 
big oH refinery at Dung Oust In 
the Quang Ngai province. Trade, 
Page 5; Observer, Page 15 

ftmeritrade, the US online stock 
broker, has announced a Bnk-up 
with Bank 24, Deutsche Bank’s 
online subsidiary. I n terna tio nal 
co m p a nies. Page 22 
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Restructuring in Germany 
Big power boost for 
Europe’s engine room 
Page IS 


Exchange rate targets 
How to make 

them work 
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EU pact on growth 





By Jaaies Bfitz ta Rene, 

Mdod Smith in Brussels and 
Christopher Adams-fn London 

Oskar Lafontaine, the German 
finance minister, yesterday used 
a whistle-stop tour through Rome 
and London to try to forge a com- 
mon European economic policy 
ahead of the formation of the 
euro-zone at the start, of next 
year- 

With finance ministers from 
Europe’s centre-left governments 
meeting this weekend, Mr Lafon- 
taine sought to secure broad 
agreement on ways to boost 
growth and fight unemployment, 
claiming this was “the central 
objective of the new economic 
policy among European states”. 

In Rome, Mr Lafontaine met 
Carlo Azegho CSampi. the Italian 
Treasury minister, far the first 
time. 

Both stressed that closer 
co-operation was needed between 
European Union governments 
and the new European Central 
Bank to achieve a “mix” of fiscal 
and monetary policies that would 


boost growth and create jobs. 

Last night Mr Lafontaine was 
having talks in London with Cor- 
don Brown. UK chief finance 
minister. Mr Brown has put for- 
ward his own proposals on eco- 
nomic reform in Europe, as part 
of a campaign to liberalise 
employment and product and 
capital markets. 

In a joint communique. Mr 
Lafontaine and Mr Ciampi 
stressed that the Ecofin council 
of European Union finance minis- 
ters and the ECB should begin a 
“continued and constructive col- 
laboration” to achieve “budget- 
ary and monetary policies that 
favour growth and stability”. 

Mr Lafontaine said: “We need 
to have consultation between 
governments and central banks 
on the state of the economy so 
that the mix of economic policies 
is in line with these objectives." 

The call by both finance minis- 
ters for closer involvement 
between Ecofin and the ECB is 
expected to disappoint members 
of the permanent central bank 
executive in Frankfurt who 


would prefer to come to an inde- 
pendent judgment on the level 
for the euro interest rate. 

But Mr Lafontaine stressed 
that, in the wake of German uni- 
fication in the early 1990s. unem- 
ployment had gone up because of 
the mix of fiscal expansion by the 
German government and tighter 
monetary policy by the Bundes- 
bank. “We must not fall into the 
same trap again,” he said. 

Mr Ciampi reiterated calls for a 
more flexible interpretation of 
tbe growth and stability pact 
agreed by beads of government, 
which sets strict limits on the 
budget deficits that members of 
the new euro-zone can strike up. 

"There are margins for flexibil- 
ity linked to the evolution of the 
economy." Mr Ciampi said. Be 
added that the possibility of 
excluding investments from the 
calculation of national budgets 
was “within the rules” regarding 
the strict limits that must be 
adhered to by members of the 
euro-zone. 

Beating the drain, Page 2 
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Clinton sees off 
Monica question 


UK presses for tighter curbs 
from offshore tax havens 


By Gerard Baker in Tokyo 


By George Graham and 
Robert Wri^rt 

Hie UK government is to press 
the Channel feTamte and the Isle 
of Man to tighten restrictions on 
offshore companies and start co- 
operating With foreign crntriwal 
investigations following a review 
of financial regulation, in the 
islands. ^ 

Lord Williams, a UK home 
office - minister, . chair a 

series of meetings with Jersey 
(the largest of the. Channel 
Islands between England and 
France). Guernsey, Sind the Isle of 
Man (between England and 
Ireland), starting in Janaary, to 
follow op a long list of reforms 
proposed by Andrew Edwards, a 
former UK Treasury official, in a 
report published yesterday. 

Mr Edwards praised the efforts 
made by the islands, which are 
self-governing dependencies of 
the British crown, to improve 
standards In their £350bn finan- 
cial industry. 


“The islands are (dearly in the 
top division of offshore finance 
centres,” he said. According to 
the report; a third of investments 
held there come from UK resi- 
dents. the rest from around the 
world. 

His report also presents 
detailed recommendations for 
sweeping reforms, focusing espe- 
cially on the rules for setting up 
offshore companies and trusts 
used to shelter assets from tax or 
from outside scrutiny. 

Representatives of the three 
islands’ governments promised to 
co-operate in implementing Mr 
Edwards’s proposals, but there is 
fierce resistance to some recom- 
mendations. 

“We certainly accept the 
reco mm endations and welcome 
th«w, but that doesn’t mean we 
accept every one as written,’' said 
Sir Miles Walker, chief minister 
of the Isle of Man. 

AD three islands continue to 
resist Mr Edwards’s suggestion 
that they should require compa- 


nies to file audited accounts. The 
Isle of Man also resists his recom- 
mendation that it should vet 
companies set up on the island, 
arguing that new measures to 
control company agents will 
solve tbe problem. 

More than 42.000 companies are 
registered in the Isle of Man, 
more than half of which are tax- 
exempt or have a non-resident 
tax status. 

The report says these compa- 
nies are “a source of concern 
because of the potential they 
offer for concealment of disrepu- 
table purposes”. 

Mr Edwards said the islands' 
status as tax havens was outside 
the scope of his report But pres- 
sure on these jurisdictions is 
mounting from the European 
Union, where Mario Monti, single 
market commissioner, is pushing 
for tax harmonisation. 

islands must act on company 
regulation, Page 11 
Etfitorial Comment, Page 15 


It fell to a housewife from Osaka 
to ask President Bill Clinton 
something no American has yet 
managed to put to their chief 
executive. 

"I have a question regarding 
Miss Monica Lewinsky." she said. 
“How did you apologise to Mrs 
Clinton and Chelsea? I feel I 
would never be able to forgive 
my husband for doing that, but 
did they really forgive you?" 

Until that moment, Mr Clinton 
had been enjoying a friendly 
“meet the people" exchange with 
Japanese citizens, broadcast on 
television across the country on 
the first night of his five-day trip 
to Asia. 

The audience obediently lobbed 
their guest gentle questions 
about his favourite food: chicken 
enchiladas, apparently, though 
he likes sushi too: his school 
record - he got “mostly" good 
grades; and his hopes for his 
political legacy - "restoring 
American self-confidence”. 

It was all a long way away 
from Washington where Kenneth 
Starr, the independent prosecu- 
tor, was about to begin his testi- 
mony to the House or Representa- 
tives’ Judiciary Committee, 
outlining why he believed the 
president should be impeached. 


Mr Clinton barely nini’hu'd when 
the Lewinsky question came 
replying calmly that hi 1 hail M.i 
his wife and daughter about his 
affair with the 21 -year-old intern 
“in a direct and str.nglitforr.ani 
manner”, and he Imped ihvj lud 
forgiven him. "But that's reallv a 
question you could ask them bel- 
ter than me." he smiled. 

The programme moderator, 
mortified as only a Japanese Most 
can be when an honoured gu-:-=i 
has been embarrassed, quickly 
intervened. 

"Let's change the subject.” he 
said. "Let's talk about bilateral 
relations between Japan and the 
US." 

Mr Clinton slid effortlessly into 
his well-honed technique of 
appealing directly to the ciii'it-ns 
of a country to press for change, 
telling his audience not to tv dis- 
couraged by their leaders' cur- 
rent inability to restart a stalli-d 
economy. 

“Ten years ago.” he reminded 
them, “people said America's 
best days were behind it.” Bui 
the US had learnt fmin Japan's 
strengths and its economy was 
now strong again. Japan in turn 
could now learn lessons from 
what the US hud gone thmueh- 


Japan trade surplus, Page 4 
Democrats target Starr. Page 6 


BP, Amoco face 
T urkish sanctions 


ft's a Cinven challenge 


By Leyte Bouton In Ankara and 
Robert Conme n London 

Turkey is set to retaliate against 
British Petroleum and Amoco of 
the US for their opposition to the 
early construction of a pipeline 
from tbe Caspian Sea to the 
Turkish port of Ceyhan 

Tbe government is believed to 
have ordered Tupras, the state- 
owned company that operates 
four of the country’s five refiner- 
ies, to suspend erode oil pur- 
chases from the two companies. 

BP. which is due to take over 
Amoco by the end of the year, 
said it bad cot been officially 
informed of any proposed restric- 
tions, but said: “We would con- 
sider the circumstances very 
carefully if they did notify us." 

Yurdakul Ylgitguden, under 
secretary at the Turkish ministry 
of energy, also declined to con- 
firm the suspension, which was 
reported in a Turkish newspaper 
yesterday. “It is understandable 
that nobody can put an embargo 
on a company or a consortium in 
a developed market economy 
but ... naturally Turkish compa- 
nies want to understand which 
[foreign] companies are inter- 
ested in the fixture prospects of 
Turkey." 

BP said punitive actions would 
have a minimal impact on its 
overaE business, but could limit 
fixture access to the growing 
Turkish, market It is understood 
that among the sanctions. BPs 


purchases next year of refined 
products from Tupras would be 
restricted to 1997 levels. Amoco 
would be shut out of a tlbn proj- 
ect to supply liquefied natural 
gas from Egypt to a proposed ter- 
minal near Izmir on the Aegean 
Sea. 

Direct Turkish government 
pressure would be the latest twist 
in a long-running wrangle 
between Ankara and the BP-led 
international consortium devel- 
oping three offshore Azeri fields. 

In recent weeks Turkey, with 
US government backing, has 
intensified its lobbying lor the 
contentious pipeline to Cevhan, 
even though most consortium 
members say there are not 
enough guaranteed export vol- 
umes to justify its cost, estimated 
to be as much as S4bn. All con- 
sortium members except TP AO 
of Turkey favour a shorter route 
from the Caspian to Supsa in 
Georgia. 

Mr Ylgitguden last night com- 
plained that some foreign compa- 
nies had acted “unethically" in 
seeking to discredit the Ceyhan 
project. The government still 
believed the pipeline would cost 
ft? ahn unlike “companies which 
chang e their figures every week". 

He also revealed that Turkey 
would not make public a package 
of further incentives to make the 
pipeline more attractive unless 
BP and the other companies con- 
cerned first stated their interest 
in tbe project in principle. 




^ ” J 




■ * .' ■ #■ 

Si ■ v*y. ■ 


- 


* 7 . • 


■ » i» i 

■ a * * 

■ ■ ■ ■■ ■ ■ 

#*■” . » •* 
, * V V 

•ViV.* . 



. * «• 


"Oriiiipletetiie doodle 


l 1 " | ■ 

*■■■ g#aa +n ■■■ 4 ■ ■ ^ 


What does it say 
about you? 


9 "7 7 0 1 7 4 "7 3 6 1 5 8 



CONTENTS 


n - - - ■■■■■■■■■■■>■>■*•■ ■(■••iMIHI Jll,l >< 


World News 2-10 UK News 6 
Features 25,26 Comment & Analysis 14,15 
Companies & finance 17-24 World Stock Markets 34-40 


| |gil BMBBBBaBB BB«|fl | 


PuB contents and Lac buck page 


Cuntn Limited a rcguLucd b) IMRO 




r -T 




T . 












WORLD 



>■««<■■■•■■*•■ ■IMIIilliiiiiI»|M|M||||| ■ I •• £■■■■■■■■■■■■ P#B • ■■ Bl !••■■■ VI ■■■■■■■■■■<■■■■■ *■ 




EUROPE 


NEWS 




MEDIA TUSSLE KEY CHANNEL OWES BILLIONS OF ROUBLES ■ YELTSIN IS DRAGGED INTO OWNERSHIP DISPUTE 




Battle rages over Russian TV station 


By John Tbornhffl h Moscow 


ORT, the main Russian 
television channel, has said 
it may be forced to go on air 
today without video footage 
shot outside the studios, 
after bailiffs began proceed- 
ings to seize property. 

The television channel, 51 
per cent owned by the gov- 
ernment, is the subject of a 
ferocious battle far control 

ahead of parliamentary and 
presidential elections sched- 
uled for December 1999 and 


the summer of 2000. It also 
owes billions of roubles In 
unpaid transmission 
charges. 

Victor Ilyukhin, a Commu- 
nist deputy who has close 
contacts with the security 
services, has stirred up fur- 
ther controversy over ORT 
by alleging in parliament 
that President Boris Yeltsin 
was personally given control 
over 26 per cent of the televi- 
sion channel's shares in 1994 
Tor a period of three years. 

Mr Ilyukhin's allegations 


were seemingly confirmed 
by Boris Berezovsky, the 
influential businessman and 
minority shareholder in 
ORT, in a television inter- 
view on Wednesday night. 
Mr Berezovsky, however, 
said the controversy had 
been blown up by the secu- 
rity services and required 
fuller explanation. The Kom- 
mersant newspaper also pub- 
lished documents yesterday 
purportedly detailing the 
share transaction. 

The Kremlin denied Mr 


Yeltsin had ever owned 
shares in ORT. "The presi- 
dent does not know about 
any such riches in his 
hands," said Oleg Sysuyev, 
deputy head of the presiden- 
tial administration. 

ORT also denied Mr Yelt- 
sin had ever owned shares in 
the company, but said the 
government must shore up 
the station’s finances If It 
wanted to preserve a respon- 
sible media. Mr Sysuyev 
promised the state would ful- 
fil its funding obligations to 


ORT. "If we do not want 
extremist politicians to come 
to power then we must 
strengthen the freedom of 
speech, including materi- 
ally” he said. 

Sergei Markov, a professor 
of politics at Moscow State 
University, said the Commu- 
nist party had long argued 

for greater scrutiny over 
ORT, which played an influ- 
ential role in securing Mr 
Yeltsin's re-election as presi- 
dent in 1996. 

“The Communists began 


their struggle to gain more 
control over the media in the 
middle of September. It will 
be a key political issue over 
the next few mouths because 
of its importance in deter- 
mining the parliamentary 
and presidential elections,” 
Mr Markov said. Media ana- 
lysts said the lack of state 
funding far ORT had allowed 
powerful private sharehold- 
ers, such as Mr Berezovsky, 
to exert considerable edito- 
rial influence over the televi- 
sion channel. 


Brussels 
row over 
duty-free 

job losses 

By Emma Tucker in Brussels 


The European Commission 
yesterday came under fire 
for failing to act to offset job 
losses resulting from the 
abolition of European duty- 
free sales in June next year. 

The International Duty 
Free Confederation (IDFC) 
said a Commission report 
outlining the options avail- 
able to member states to 
cope with the consequences 
of the new regime was a 
"smoke screen". 

"This Commission docu- 
ment is an insult to member 
states and, most Impor- 
tantly, the tens of thousands 
of EU workers whose jobs 
are now being threatened," 
said David Zimmer, sec- 
retary-general. "It offers 
nothing new and tells us 
nothing new." 

EU finance ministers 
called on Brussels in May to 
spell out regional aid mea- 
sures that could be used to 
assist areas such as airports 
and seaports where duty-free 
shops have proliferated. 

They ordered the report 
after confirming that duty- 
free shopping would be 
scrapped next year, in keep- 
ing with a 1991 agreement 
aimed at e liminating tax dis- 
tortions within the ElTs sin- 
gle market 
The Commission said its 
report could be used as “a 
basis for identifying the 
most appropriate measures 
to counteract possible 
regional, local or social diffi- 
culties". These included 
regional structural funds 
and some state aid. It 
pointed to an initiative to 
help small and medium-sized 
enterprises adapt to the sin- 
gle market, which "still has 
significant allocations of 
funds at its disposal” up 
until the end or next year. 

Member states are allowed 
to use state aid to fulfil legit- 
imate public service obliga- 
tions in the transport sector 
in certain circumstances. 
For example, if scrapping 
duty-free sales risks the via- 
bility of flights serving out- 
lying regions, member states 
could, in certain circum- 
stances, impose a public ser- 
vice obligation on the air 
transport operator. 

Operating subsidies could 
also be granted to ferry com- 
panies if a route considered 
to serve the public interest 
was put in jeopardy by aboli- 
tion, said the Commission. 

The IDFC said the Com- 
mission's suggestions were 
"general in nature" and 
demanded long and compli- 
cated procedures. 

The Federation of Trans- 
port Workers' Unions in the 
EU said the Commission had 
deceived people with "empty 
promises of adequate fund- 
ing” to aid those workers 
affected. 


EU SPENDING PLANNED INCREASES FOR 2000-2006 ARE COMING UNDER THREAT 




Support grows for budget freeze 


By Michael Smith in Brussels 


■IH >••■«■■■■#•■■< 


Ambitious plans to increase 
European Union spending in 
the new millennium are 
under threat as a campaign 
among member states for a 
budget freeze gathers 
momentum. 

Finance ministers are 
expected to voice growing 
concerns about European 
Commission plans for a big 
increase in the EU budget 
for the years 2000 to 2006 
when they meet in Brussels 
on Monday. 

At least six of the EUs 15 
member states are in favour 
of freezing tbe budget at 1999 
levels as part of the solution 
to complaints from Ger- 
many, Austria, Sweden and 


the Netherlands - net con- 
tributors to tbe EU budget - 
that tbey are paying too 
much. Others are consider- 
ing either jo ining them or 
seeking a cut in the pro- 
posed budget. 

France and the UK are, 
along with the four net con- 
tributor complainants, 
strong supporters of budget 
"stabilisation". Italy is 
thought to see attractions in 
paring back spending plans 
and the Finnish government 
will decide its position 
today. However, tbe Euro- 
pean Commission, the ELTs 
executive, is resisting a 
freeze because of tbe poten- 
tial impact on its Agenda 
2000 proposals for reforming 
the common agricultural pol- 


icy (CAP) and regional aid, 
which together account for 
the bulk Of the EU’S annual 
payments of about EcuSSbn 
(SiOObn). 

It has proposed a budget of 
EculOSbn for 2006. It fears 
that a freeze at 1999 levels 
would limit tbe EU’S ability 
to fund CAP reforms which 
would add about Ecu3bn a 
year to the farm budget. 

Cutting back spending 
could also limit plans for big 
increases in aid For economi- 
cally disadvantaged regions. 
Spain, tbe largest recipient 
of regional aid. Is opposed to 
a budget freeze, while 
Ireland is amo ng countries 
with strong reservations. 

In a paper drawn up at the 
request of the EU’S Austrian 


presidency, Commission offi- 
cials say a freeze could cut 
allocation in 2000 to 2006 for 
the structural hinds, mainly 
regional aid, to between 
Ecul75-2bn and EculS2£bn, 
less than the Ecnl90.5bn 
scheduled for 1993-9. 

Keeping administrative 
expenditure at 1999 levels 
could entail a cot in Com- 
mission staff of 2 per cent a 
year, the paper says. This 
assumes increased expendi- 
ture on pensions and main- 
taining spending on build- 
ings. 

Some member states 
believe thus is overly pessi- 
mistic. They say the struc- 
tural fund allocation for 
1993-9 has not all been used. 

After an initial discussion 


this week among member 
state diplomats, the Aus- 
trian presidency of tbe EU 
concluded that eight coun- 
tries considered the Commis- 
sion's paper was a "realistic 
and reasonable basis” for 
further work. Six delegations 
had misgivings or apposed it 
outright. 

Tbe move towards tighter 
financial discipline follows 
Commission suggestions 
that the budget contribu- 
tions problem could be 
resolved by switching part of 
form financing back to mem- 
ber states or phasing out the 
UK budget rebate. 

Any change in the revenue 
side of the EU budget has to 
be approved unanimously by 
member states. 


Business confidence 
in Germany declines 


By Wolfgang Munchau 
In Frankfist 

German business confidence 
fell sharply in October for 
tbe second month running, 
pointing to a significant 
deterioration In economic 
growth next year. 

The Ifo index of the busi- 
ness climate, a leading Indi- 
cator of economic activity, 
declined from 94.1 in Septem- 
ber to 92.4 in October. A fig- 
ure of 100 indicates that no 
change is expected. 

Analysts said the fall In 
the index was caused by con- 
cern about the tax plans of 
the new Social Democrat-led 
government and the 
renewed strength of the dol- 
lar. The index now stands at 
its lowest level since Decem- 
ber 1996. 

Stephan Monissen. Euro- 
pean economist at Salomon 
Smith Barney, estimated tbe 
current index level was con- 
sistent with economic 
growth of only between 1.0 
per cent and 1.5 per cent 
next year. 

"If we stni had tbe previ- 
ous conservative finance 
ministers, the central banks 
would already have cut 
interest rates. But in the cur- 


rent situation I believe tbey 
will wait and see,” he said. 

At its regular bi-weekly 
meeting, the Bundesbank 
yesterday left the bench- 
mark securities repurchase 
rate unchanged at 3.3 per 
cent, despite tbe rate cut by 
tbe US Federal Reserve ear- 
lier this week. 

Tbe Bundesbank warned, 
however, that M3, an indica- 
tor of broad money, had 
been growing vigorously in 
recent months, rising from 
an annualised rate of 
increase of 4.9 per cent in 
September to 5.3 per cent in 
October. An expansionary 
trend in M3 would normally 
indicate a strong pick-up in 
economic conditions. 

Wim Duisenberg, presi- 
dent of the European Central 
Bank (ECB). said recently 
that monetary aggregates 
would play an important 
role in the ECB's future 
monetary policy strategy. 
Tbe rise in German M3 sug- 
gests the ECB could find it 
difficult to justify a future 
rate cut on the basis of mon- 
etary aggregates, granted 
that Germany will account 
for one third of the euro- 
zone economy. 

Senior central bankers say 


privately they are astonished 
by the gap between pessimis- 
tic confidence indicators, 
such as the Ifo index, and 
published economic data, 
which continue to point to 
an expanding economy. 

Mast analysts still expect 
the ECB to cut Interest rates 
below the current bench- 
mark of 3.3 per cent 
sometime during the first 
quarter next year. 

• Swedish manufacturing 
industry has also become 
more pessimistic following a 
sharp decline in export 
orders and slowing produc- 
tion growth, writes Tim 
Burt In Stockholm. 

The country’s October 
business tendency survey 
showed that only one in four 
companies expected produc- 
tion volumes to rise over the 
next few months, while 
many anticipated further 
price cuts for finished goods. 

"Manufacturing and min- 
ing activity has weakened 
significantly in recent 
months," according to the 
National Institute of Eco- 
nomic Research. One in 
three manufacturers 
described their order books 
as too small and domestic 
demand was said to be flat 



It's here: a wine merchant in Paris pours a glass of (his year's 
Beffljjahh Nouveau for cus to m er s to laste. Benqolals Nouveau, a 
young wine harvested just two mo nt hs ago, goes on sale every 
year just after midnight on the ttwd Thursday of November, giving 
wine lovers a first taste of the 1998 vintage Reuters 


Jobs recovery led by part-time growth 


Survey shows no 
increase in full-time 
positions in 
European Union 
over past five years 

By Robert Taylor, 

Employment Editor 
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A net growth in temporary 
and part-time jobs accounts 
for Europe's current modest 
employment recovery, 
according to tbe annual 
survey published by the 
European Commission. 

It reveals there has been 
no net Increase in the 
number of full-time jobs in 
the European Union over the 
past five years. 

The survey also indicates 
the EU employment rate (the 
total number of people in 
paid work relative to 
working-age population aged 
between 15 and 64) was 
60.5 per cent last year, only 
0.5 per cent higher than at 
the end of the last recession 
in 1994. "There is still some 
way to go before the rate 
reaches an acceptable level,” 
it says, pointing out that in 
1965 the rate was around 66.5 
per cent. 

Only in 
Luxembourg 
Netherlands 
employment 



o 
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employment of women 
relative to men. In 1997 
women accounted for almost 
two-thirds of tbe net 
additional jobs created in the 
EU. with an annual 1 per 
cent growth rate since 1994. 

For men tbe rise in 
employment was only 0.2 per 
cent a year. But the fall in 
women who are unemployed 
has been slight at 0.2 per 


jobless for two years or 
more. The survey says that 
“the long-term rate has not 
fallen as much as the overall 
rate, which suggests that 
employment is not yet 
growing fast enough to 
reduce tbe former signif- 
icantly as it did in the late 
1980s”. 

Between 1994 and 1997 the 
number of part-time jobs 


compared with 29 per cent in 
1990 while the number of 
part-time male workers 
Increased to 6 per cent from 
4 per cent over the same 
period. 

Temporary jobs account 
for all . the net growth in 
male employment since 1994 
while temporary work 
accounted for 40 per cent of 
the net increase in female 
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Ireland, 
and the 
has the 
rate risen 


Only in Ireland, Luxembourg and the Netherlands has the 
employment rate risen well above early 1990s levels 


significantly above the level 
it was in tbe early 1990s. It 
was also in those countries 
where the highest rate of 
output growth took place. 

The survey shows there 
has been increased 
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cent since 1994 compared 
with a nearly l per cent 
decline for men. 

As many as 49 per cent of 
the EU employed had been 
without work for 12 months 
or more, with 30 per cent 


rose by nearly 2J5m, a 10 per 
cent increase while the 
number of full- time jobs fell 
by 125.000. 

The proportion of women 
in part-time employment 
was 32 per cent last year. 


employment. The survey 
found that as many as 56 
per cent of both men 
and women in the EU 
tn work last year who had 
been nnemployed a year 
earlier were employed in 


jobs on fixed-term contracts. 

Tbe survey also found just 
over 70 per cent of the 
increase in EU jobs over the 
past three years were 
accounted for by growth in 
only five sectors - business 
services, health and social 
services, education and 
recreational activities. Just 
over half the jobs lost over 
tbe same period were in 
agriculture, textiles, iron 
and steel, retailing and wood 
industries. 

The UK has the widest 
wage dispersion among EU 
workers, with the highest 10 
per cent of wage-earners 
having a pay level more 
than 80 per cent above tbe 
EU average, followed by 
France. Spain and Greece. 
The narrowest wage 
dispersions were in Finland, 
Sweden and Denmark. 

The survey demolishes the 
view that a wide earnings 
dispersion tends to 
encourage greater net job 
creation. The employment 
rate is above average in 
Denmark and Sweden, 
where wage dispersion is the 
narrowest. 

Small companies have 
contributed disproport- 
ionately to employment 
growth in the services sector 
over the past four years. 
Only just under a quarter of 
jobs were accounted for by 
large enterprises in the 
private sector. 

Employment in Europe 1998. 
available from Official 
Publications of the European 
Communities, L/2985 
Luxembourg, EculS. 
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Deutsche Bank and 
Russia agree over bonds 

Deutsche Bank and the Russian mkiistry of finance said 
yesterday theyhad reached an agreement m principle on 
the terms of a voluntary restructuring of aH GKO treasury 
bonds andOFZ longterm obBgations maturing between 

August 19 1998. and December 31 1999. 

They said the agreement was subject to finafisationcf a 
detailed summary of terms and was reached after a twee- 
day meeting In London between the Russian finance nw- 
tetry and central bank officials, and crecStore hokwig GKOs 

and OFZS, chaired by Deutsche Bank. ■ ■ 

The "arrangements contemplate a mecha nism arrowing 
for the periodic conversion and repatriation of roublesl Into 
doflars,” a joint statement of Deutsche Bank and the Rus- 
sian finance ministry said. 

Ft also said the Russian central bank had agreed to work 
with foreign investors to reach agreement on a "consen- 
sual and constructive basis of the sums due t o fore ign 
creditors by Russian banks under foreign exchange con- 
tracts" entered into before the rouble's steep losses. 

AFX, London 

SEVEN COUNTRIES TO BE HIT 


flail strikes over competition 

Railway workers in seven European Union countries wS 
stage strikes next Monday in protest at a-proposal by the 
European Commission to open 25 per cent of the raS 
freight market to competition over the next 10 years. 

Ra3 services are set to grind to a halt in Belgium, Lux- 
embourg. France, Spain, Portugal, Italy and Greece, the 
Federation of Transport Workers in the EU (FST) warned. 
Rail workers in Austria, Germany, the Netherlands and 
Britain are also planning to voice their opposition to the 
plans through leaflets, news confer en ces and letters to 
transport ministers. 

Arguing that the survival of the rail sector was at stake, 
the Commis si on recommended in March that at least 5 per 
cent of national rail freight services be Bberaiised knmeefl- 
atety, rising to 25 per cent within a decade 

The haemorrhage of jobs wffl continue unless there is 
dramatic change, 1 ’ Nefl KInnock, European transport com- 
missioner, sad, pointing out that over half a mPSon rail 
jobs had been lost over the past 15 years and the share of 
the freight transport held by rail had plummeted. 

Recent discussions among EU transport mkustos 
revealed France to be the only EU state stffl fiercely 
opposed to partial liberalisation. EU officials said. 

Reuters, Brussels 


SCHRODER SURPRISE 


Pension charge cut delayed 

A cut in state pension contributions planned for January 1 
win be postponed by three months, Gerhard SchrBder, 
German chancellor, said yesterday. 

Contributions to the pay-as-you-go scheme had been 
expected to foil from 20.3 per cent to 19.5 per cent of 
gross pay at the start of next year. The shortfall would be 
funded through increased energy taxes as part of the gov- 
ernment's “ecotogicaT tax package. 

However, Mr Schroder’s surprise announcement, during 
an opposition-inspired parliamentary debate, delays the 
change until April 1. Thai allows time to implement a com- 
plex package of measures tfgitening nies on low paid 
employment 

In future, so-called “DM620 jobs" would be freed from 
tax. Instead employers would pay a roughly equivalent 
sum into overburdened state social security funds. 

Ralph Atkins, Bonn 


HUNGARIAN PAYMENTS 


Budget deficit to rise 

Hungary's budget deficit this year will rise from 4.3 per 
cent of gross domestic product to a maximum of 6.9 per 
cent because of emergency payments totalling Ft242bn 
(S 1.1 bn), the finance minister, Zsigmond Jarai. said yester- 
day. The payments include capital injections of Ftl52bn to 
Postabank, the troubled state-owned c o m m er c ial bank, 
and Ft40bn to the Hungarian development bank. A further 
FtSObn wiil go to the state privatisation company to offset 
payments to municipalities after the constitutional court 
rated that the proceeds of the sale of SO per cent stakes in 
the regional gas distribution conpanies should have been 
transferred to local governments, and not to the 

Losses at Postabank have been revised upwards from 
around FtlOObn to Ft158bn, Mr Jarai said. The govern- 
ment plans to spin off the non-banking riterests and sell 
Postabank as a retail operation in two to three years. The 
government has said it will report accountants Dekrftte and 
Touche to tile police for their handling of the audit of Pos- 
tabank, Hungarian radio reported. 

Deloftte Touche originafly put Postabank losses at 
Ft13bn last year. However a partial audit by KPMG for the 
first half of this year estimated losses at over FtlOObn. 
Kester Eddy, Budapest 


ENVOY TO BOSNIA 


Cali for more peace cash 

The office of the International Bosnia envoy. Carlos Wes- 
tendorp, said yesterday it needed more money to Imple- 
ment an ambitious plan to strengthen the country's 
process next year. The Office of the High Representative 
which oversees civilian peace efforts, said “critical tasks' 
planned for 1999 required an increase In Hs budget to 
some Ecu36m ($43m) from Ecu22m now. 

Mr Westendorp fa preparing recommendations for nod 
year’s programme to a meeting En Madrid on December 
15--I6 ofthe Peace Implementation Councfl, which group 
35 countries sponsoring international efforts to rebuild 
Bosnia. The slow pace of refugees returning to areas 
where they would be in an ethnic minority is widely seen 
35 J™ 3 ?! biggest shortcomings of the peace process 

„ The office also said Mr Westendorp would recommend 

^ judiciary and a reJnfbrce- 
ment of the rale of law. “He aims to embed media reform 

as jr means of disseminating objective and (profession aDv 
gathered information,- it added. Reuters, Sarajevo ^ 

SLOVAKIAN ECONOMY 


Pledge to privatise banks 

SjwaJti^s new government yesterday announced Its pc 
prograrrvne, pledging to sefl off banks and stabiSse the 
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I talians see Italy targeted as Turks vent their fury over Kurdish troubles 
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Chris de Bellaigue 

reports on a 
groundswell in 
popular demands 

for a trade boycott 
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Italian -business ts already 
being hit by the diplomatic 
crisis between Italy and Tur- 
key, with a host of small and 
medium-sized companies 
reporting yesterday that 
Turkish clients have can- 
contracts. 

Companies selling textiles, 
manufacturing equipment, 
ffhATnirgia and services said 
were being inundated 
ith faxes from Turkish 
u Companies demanding 
Abdullah Ocalan. the leader 
of the Kurdish Workers' 
party (PKK) arrested in 
Rome, should be returned to 
Ankara. Many clients had 
cancelled orders m the pro- 
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“We are receiving very 
powerful -pressure from all 
our Turkish partners,'’ said 
Emma MarcegagHa. a lead- 
ing figure in Conftndustria, 
the Italian employers' feder- 
ation. Federico Gakfi, head 
of international relations at 
Confindustria. said he feared 
that “things are about to get 
a great deal worse” and lead- 
ing Italian companies could 
be affected by the dispute. 

Ankara is demanding the 
Extradition of Mr Ocalan, 
.-out since his arrest last Fri- 
day, the Italian government, 
many of whose members are 
sympathetic to the Kurdish 
cause, has appeared increas- 
ingly likely to grant political 
asylum instead. 

Amid fears that the row 
could blow 'up into a trade 
war, Massimo D’Alema, the 
Italian prime minister, 
expressed anger at the lost 
contracts. “Economic sanc- 
tions against Italy are unac- 
ceptable because Italy is 
abiding by Italian and Inter- 
national law," he told cabi- 
net 

In an attempt to calm the 
atmosphere, Mr D'Alema 
had suggested he would be 
prepared to visit Turkey- 
next week to discuss the fete 
;Mr Ocalan with Mesut Yil- 


a 


taaz. Turkey’s prime minis- 
ter. But last night the 
suggested visit was called off 
after Mr Yflmaz s nnhhprf the 
offer. Mr D’Alema said that 
as a result these was less 
“willingness on the part of 
the Italian government to 
enter a dialogue" with Tur- 
key in the spirit of the Euro- 
pean Umao, which Turkey 
wished to join. 

More than 130 I talian com- 
■ panies have partnerships 
and direct investments in 
Turkey. Some of the coun- 
try’s leading brand names - 
including Flat, Benetton and 
Pirelli - have big Invest- 
ments in Turkey. One in 
three cars on Turkish roads 
are manufactured in a joint 
venture involving the Fiat 

group. 

Italian exports to the 
region have been steadily 
increasing in recent years 
and were last year worth 
L7400bU ($4-5bn), making 
Turkey the 12th biggest des- 
tination for Italian exports. 
Imports to Italy from Turkey 
are much smaller and were 
worth I&600hn in 1997. 

One fear of Italian compa- 
nies is that a trade dispute 
could compound damage 
already done by the recent 
Asian and Russian crises, 
both of which have helped 
give Italy one of the most 
sluggish growth rates in the 
European Union this year. 

Fifteen companies that 
belong to the Italian small 
business association said 
yesterday they had received 
indications of a complete 
cessation of business with 
Turkey. Massimo Biancoli- 
ani fold the Italian daily D 
Sole 24 Ore that his textiles 
company bad lost three 
Turkish orders worth L2bn 
($L2m). 

. Turkish companies yester- 
day ann ounced cancellation 
of all package tours to Italy. 
Regular sales of Italian 
scarves through 500,000 
retail outlets in Turkey have . 
also been suspended. 


T he traffic had slowed to 
a crawl as motorists 
booted their support for 
demonstrators outside Italy’s, 
embassy in Ankara yester- 
day. “These protests will not 
stop until that dog is tiled in 
a Turkish court,” said one. 
man “Until then, no Turks 
will buy Italy’s Benetton 
shirts or their Fiat cars." 

The “dog” is Abdullah 
Ocalan, the Kurdish guer- 
rilla leader who requested 
political asylum in Italy last 
weekend, prompting a diplo- 
matic crisis between Rome 
and Ankara. Mesut Yflmaz, 
Turkey's prime minister, 
yesterday illustrated how 
dramatic the deterioration in 
relations was when he 
responded to suggestions 
that he might have travelled 
to Istanbul to meet Massimo 
D’Alema, his Italian counter- 
part. by saying: “If he wants 
to meet me. let him come to 
Ankara.” 

The crisis has also raised 
fears that possible Turkish 
retaliation might take the 
form of an economic 
embargo on' Italian imports, 
which totalled more than 
$3bn in the first nine months 
of this year. Yesterday an 
official at Turkey’s director- 
ate of foreign trade said that 
ways of “curtailing foreign 
trade” had been prepared. 

Turkey's leading super- 
market chain Migros said 
yesterday it was halting 
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imports of some Italian 
goods. 

But from many Turks, 
including those who spent 
their military service fight- 
ing the Kurdish Workers 
party, the PKK, in south- 
eastern Turkey, trade sanc- 
tions do not compensate for 
a wider sense of injustice felt 
about “perfidious Europe”. 

For them the immediate 
offender is Italy and its pre- 
varication on what Mr Yil- 
maz has called a 
“life-and-death matter for 
Turkey”. This sense of out- 
rage is all the more dramatic 
because it is Italy that has 
given Turkey’s European 
Union membership aspira- 
tions the most support and 


has held a broadly pro- 
Turkey line on the subject 
of the divided island of 
Cyprus. 

But when Bulent Ecevit, 
Turkey’s deputy prime min- 
ister, said on Tuesday that 
granting Mr Ocalan asylum 
would earn Italy the label of 
“terrorist state”, he was also 
warning Germany, where 
prosecutors may demand the 
extradition of Mr Ocalan in 
connection with two mur- 
ders, not to think of doing 
the same. 

Mr Ecevit is one of a breed 
of Turkish nationalists 
which has never forgiven 
Europe for trying to carve 
up the remains of the Otto- 
man Empire after the first 


world war. Judging from the 
European Union's failure to 
come out in clear support of 
Mr Ocalan’s extradition, 
such nationalists have con- 
cluded that the aim has 
hardly changed. 

A statement put out by 
France’s Foreign Ministry 
spoke of finding a "political 
answer” to the Kurdish prob- 
lem. Joschka Fischer. Ger- 
many’s foreign minister, said 
Mr Ocalan’s rase feU "into 
the jurisdiction of the Italian 
authorities". He enraged 
Turks by describing Mr Oca- 
lan’s presence as "a chance 
for a durable solution of the 
Kurdish problem”. Mr Yil- 
ma? has vowed not to negoti- 
ate with “terrorists who 


have bleed on their hands”. 

Turkey's war against Mr 
Ocalan’s Kurdish nationalist 
PKK has taken 30.001 1 lives 
□n both sides and cost Tur- 
key sume $7bn a year to 
wage. Turkey regards even 
mild forms of minority 
nationalism as criminal 
Kurds constitute un esti- 
mated 30 per cent of Tur- 
key’s population of turn. 

Europe’s reluctance to cri- 
ticise their EU ally prorides 
a stark contrast to the sup- 
port the US has extended to 
Turkey. Although Strobe 
Talbott, the US assistant sec- 
retary of state, recently 
called for a political solution 
to Turkey's Kurdish prob- 
lem. the US evidently feels 


that this does not involve Mr 
Ocalan. On Tuesday night 
the State Department said 
that Mr Ocalan "should bo 
extradited and brought to 
justice. - . he should receive 
no safe haven". 

The strength of Turkish 
reaction may also be con- 
nected with the political 

instability likely tu follow 
Mr Vilnius's expected defeat 
in a parliamentary vote of 
censure next Wednesday. If 
Mr Vilnius is forced to 
resign. Turkey’s parly lead 
ers will have 4.” days to con- 
jure up a new government 
from Ankara’s fractured par- 
liament. If they cannot. Pres- 
ident Suleyman Demlrol is 
empowered to form a cross- 
party government to take 
Turkey to elections. 

"Would Yilrnaj really have 
btH'n so rude to D’Alema,” 
asked a European diplomat, 
"if he thought he would be 
in power?" 

Turkish nationalists 
across the country are in 
similarly angry mood. On 
Tuesday Hasan Denizkurdu, 
the justice minister, called 
for “sensible and calm 
behaviour" from the nation- 
alists burning Italian flags 
and clashing with Kurdish 
protestors around the coun- 
try. 

Yesterday, however, then.* 
was little sign that they had 
followed his advice. A 24- 
hour siege of the provincial 
headquarters of a ]«rty asso- 
ciated with the PKK was 
broken up only when police 
in Kocavli removed 60 mem- 
bers of the People’s Democ- 
racy party. Hadep, besieged 
by a crowd chanting nation- 
alist slogans. 


US, Korean groups to shut Portuguese chip plant 


By Peter Wise in Lisbon 


Texas Instruments of the US 
and Samsung Electronics of 
South Korea are to close a 
jointly operated semiconduc- 
tor plant in northern Portu- 
gal, one of the country's big- 
gest foreign investments, 
noth the loss of 750 jobs. 

Portugal said it would 
demand full compensation 
for the breach of a $137m 
investment contract, which 
was not due to expire until 


2004, and the repayment of 
state and European Union 
incentives. 

The decision to dose the 
plant, involving one of Por- 
tugal’s biggest mats dismiss- 
als to date, follows a collapse 
of the international semicon- 
ductor market that has sent 
chip prices plummeting. 

Siemens, the German engi- 
neering and electronics 
group, which employs about 
5,000 workers in five Portu- 
guese plants, including a 


5420m semiconductor unit, 
recently announced plans to 
sell businesses worth 
DM17hn (glOJbnk 

However, a Portuguese 
official said senior manage- 
ment bad assured the gov- 
ernment that the future of 
Siemens plants in Portugal 
would not he threatened by 
the group’s sell-off plans, 
which include its lossmaking 
semiconductor division. 

Workers at the Tl-Sam- 
sung plant at Mala near 


Qporto were told yesterday 
that the plant would be 
closed in March. “We were 
told it was because of the 
competition and the Asian 
crisis,” one said. 

Diego Tavares, vice-presi- 
dent of I CEP, the state body 
responsible for foreign 
investment, said the two 
companies had made a “uni- 
lateral and irreversible” 
decision to close the plant, 
which started up in 1994. 

He said the companies had 


stressed the decision was 
taken for strategic reasons 
and did not reflect on Portu- 
gal's value as a destination 
for productive investment. 

Portugal would seek the 
restitution of Portuguese 
state grants and EU grants 
paid to the project, estimated 
to total several million dol- 
lars. and compensation in 
full for the toss of jobs, he 
said. Substantial tax benefits 
would also have to be repaid. 

“Every business invest- 


ment involves an element of 
risk and companies are 
obliged to honour their com- 
mitments if they decide to 
break the terms of a con- 
tract ” he said. 

T! has been producing 
integrated circuits at Maia 
since 1973. Samsung Elec- 
tronics decided to enter into 
a joint venture with the US 
company in 1994 and for the 
first time began to assemble 
semiconductor integrated 
circuits outside South Korea. 
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COMMONICATIOIV5 


Enterprise information systems are essentia! 
to competitiveness in multinational business. 
Managing competing communications traffic, from 
mission-critical supply chain transactions to web 
browsing Js growing mom expensive and complex. 
Plus, the demand for flexible solutions to meet an 
ever-changing variety of international connectivity 
needs is increasing. So what you need is a network 
that really lets you spread your wings. 


A one-size solution doesn’t fit all 
The requirements of your enterprise are unique. 
To maximize your business systems investments 
and gain a competitive advantage, you need a 
global specialist who can analyze your needs and 
build the network to match. You need InfoneL 
Choosing th e network t hat grows with vou 
Infonet has been the leading supplier of managed 
global communication solutions for 28 years. 


Leading industry analysts recommend our 
services because they are delivered consistently 
worldwide and support enterprise applications 
such as resource planning, collaboration, 
messaging, e-business, web-hosting and 
security services. They are delivered over 
intranets, intelligent extranets and the Internet 
and are supported locally in 59 countries, with 
connections in over 180. 


Don’t be caged-in bv a compromise 
A customized network can deliver value, perfor- 
mance and cash savings, as 25% of the Global 1 000 
already know. Truly global companies deserve a 
matching global solution. And that’s our business. 


inf mi 

■ ■ ■ ■ 



GLOBAL 


NETWORK 


OUTSOURCING 


T,.J, Africa + 32 2 627 39 1 1 Asia Pacific + 65 734 1739 North America + 1 3 1 0 335 2600 Latin America + 56 2 368 9400 www.iaronet.com 
Europe - Middle East - 


*• 




Jfi. * 






f* ... 

- ' . ■ 

« _ • ; \ 

«7 : 




■■■ 1 ’■■i | 


ua 1 iiFf . V. n . 




t p 

1 “ ^ ‘ 1 *.• _ . ■ .# *, - tmmm ■ 







s 


ASIA-PACIFIC 






lft«AHk(IU4MlUnttt 







■■•■•ft* ft ■■■■"* •lam 


Japan trade 
surplus with 

US up 32% 


By MTchiyo Nakamato In Tokyo 





Japan's politically sensitive 
trade surplus with the US 
rose 32 per cent in October, 
compared with a year ago, to 
YTlSbn (S5Jbn) mainly as a 
result of a fall in imports 
caused by sluggish domestic 
economic activity. 

The higher trade surplus, 
which was announced as 
President Bill Clinton 
arrived in Tokyo yesterday, 
is likely to increase calls for 
the Japanese government to 
implement stronger mea- 
sures to stoke domestic 
demand and ease trade 
restrictions. 

Addressing the audience 
at a town hall meeting in 
Tokyo. Mr Clinton urged 
Japan to take steps to open 
its markets more to foreign 
products. He also expressed 
concern about Japanese steel 
exports to the US. which 
have Increased 500 per cent 
in the past year. 

"No one quite believes 
that this is just because 
of the economic problems." 


Mr Clinton declared. 

The US International 
Trade Commission has made 
a preliminary ruling that 
Japanese steel products were 
being dumped in the US 
market. The ruling comes 
after protests from US steel- 
makers. Car exports to the 
US have also increased sig- 
nificantly. 

Japanese officials were at 
pains to defuse tensions over 
the surplus. 

“The sole reason for the 
rise in the trade surplus is 
the fall in imports from the 
US," said an official in the 
trade ministry. Imports from 
the US fell 9 per cent while 
exports rose S per cent in 
October, on an unadjusted 
basis, compared with a year 
ago. 

“The US economy is much 
stronger than Japan's, so it 
is natural for the trade sur- 
plus to increase.” the official 
added. 

The weakness of economic 
activity in Japan was high- 
lighted by a near-50 per cent 
fall year-on-year in macb- 



China warned Indonesia 

on epidemic of ggjJ off 
smoker deaths nmest 


Japanese student prote s ters in Tokyo yesterday hold up effigies of 
expression of opposition to the US president's visit to Japan 


inery orders in October. 

The official said that the 
situation was completely dif- 
ferent from that in the 1980s 
when a surge of Japanese 
exports to the US was 
behind an increase in the 
surplus. 

By contrast, China’s trade 
surplus with the US was 


largely due to a rise in 
exports. 

Nonetheless, the rising 
trend in Japan's trade sur- 
plus with the US is expected 
to lead to a record for tbe 
year, exceeding last year's 
$56-lbn. 

Meanwhile, the slowdown 
in Japanese imports from 


Canton and Kefaoo Obuchi in an 

Reuters 


the US, combined with the 
growth in US exports to 
Mexico, meant Japan had 
been replaced by Mexico as 
the US's largest trading part- 
ner after Canada. 

Japan's overall trade sur- 
plus in October was up 23 
per cent vear -on-year to 
Yl,370biL, 


JAPAN ECONOMY BANKS LOOK POISED TO APPLY FOR PUBLIC FUNDS TO REINFORCE THEIR CAPITAL BASES 






Obuchi nearer to expanding tax cuts 


By Mictriyo Nakamato in Tokyo 

1 MB ■■»■■■■■■■■■■■■ ■»■«« M ■■Baialll ■■>«■■■■ wm mmmm 

The Japanese government 
yesterday moved closer to 
expanding tax cuts to stimu- 
late the ailing economy, 
after agreeing with the oppo- 
sition Liberal party to form a 
coalition by early January. 

Keizo Obuchi. tbe prime 
minister, and Ichiro Ozawa. 
Liberal party leader, also 
agreed to increase the scale 
of overall tax cuts from 
Y6,OOObn ($49bn), as indi- 
cated in the latest economic 
stimulus package, to 
Yio.ooobn (S82bn), the two 
parties said. 

The tax cut increase would 
come from a “radical revi- 
sion” of tbe national con- 


sumption tax and reduction 
in the corporate tax from 46 
to 40 per cent. 

It would include larger 
income tax cuts and cuts in 
areas such as housing 
investment taxes. Tbe stimu- 
lus plan calls for a total 
Y4,000bn reduction in 
income tax cuts. No details 
were given on timing or 
extent of these latter cuts. 

Nor was it clear the “radi- 
cal revision” would lead to a 
temporary lifting of tbe 5 per 
cent consumption tax. as the 
Liberal party has demanded. 
Resistance is strong in the 
ruling Liberal Democratic 
party to freezing the tax, 
which cost the LDP its 
majority in tbe npper house. 


The two parties did agree 
on using proceeds from the 
consumption tax for welfare 
spending, cutting the num- 
ber of government employ- 
ees by 25 per cent over 10 
years, reducing the number 
of seats in each of the two 
houses of parliament and 
consolidating the current 20 
ministries into 12. Cabinet 
posts would be cut to 17 
from 20. 

Following yesterday's 
agreement, the LDP is likely 
to succeed in passing pend- 
ing legislation through 
the regular Diet session 
starting in January. The rul- 
ing party does not have a 
majority in the upper house, 
which can block legislation 


apart from the budget 

A coalition with the Lib- 
eral party, mostly made up 
of former LDP deputies, 
would not give the LDP a 
majority in the upper house, 
but strengthens its hand in 
negotiations with another 
opposition party, the 
Komeito. 

The LDP is keen to pass 
legislation on implementing 
new US-Japan security 
guidelines, which are 
opposed by most of the oppo- 
sition, except for the Liberal 
party. 

• Gillian Tett adds: Japa- 
nese banks look poised to 
apply for up to Y10,000bn in 
public funds to reinforce 
their capital bases, banking 


officials indicate. This fol- 
lows the government's deci- 
sion to use up to YSOJxnbn 
of public funds to support 
the ailing financial sector. 

The move may boost hopes 
the government is finally 
implementing some banking 
reforms. But the level of 
applications is set to be 
sharply lower than tbe 
Y25,OO0bn earmarked for 
such capital injections. 

The reluctance to accept 
money largely stems from 
the banks’ concerns that 
accepting public fund injec- 
tions could leave them vul- 
nerable to political interfer- 
ence. Many banks fear tbe 
government will use the aid 
to demand faster reform. 


By James Hanlfcig bi Shanghai 

One in three young men in 
China will eventually die 
from tobacco-related ill- 
nesses if current smoking 
patterns continue in the 
world’s largest cigarette- 
market, according to the 
most extensive investigation 
to date into gmnMrig in the 
country. 

A report to be published 
today in the British Medical 
Journal concludes: “China is 
undergoing a catastrophic 
epidemic of smoking 
deaths.” 

The results, compiled by 
medical experts from China, 
j Britain and the US. are 
! likely, to increase pressure 
on Beijing to raise public 
awareness of the health 
threats of smoking. In the 
long term they could force 
the authorities to challenge 
the domestic tobacco compa- 
nies that dominate the mar- 
ket as well as the interna- 
tional groups selling 
increasing numbers of ciga- 
rettes in China. 

More than 300m Chinese 
people smoke in excess of 
IJidobn cigarettes a year, 
roughly a third of the world 
totaL And their numbers are 
rising. Average daily con- 
sumption of cigarettes by 
men has risen from one in 
1952 to 10 in 1992, while two 
thirds of men become smok- 
ers before the age of 25, with 
few ever giving up. 

With the growth in the 
number oE smokers and the 
frequency of smoking, 
annual tobacco-related 
deaths are expected to triple 
over the next 50 years, from 
nearly lm people in 2000 to 
3m in 2050, according to the 
study. 

The team of researchers, 
who interviewed lm famili es 
of people who had died and 
250,000 others, show that of 
more than 300m males now 
aged 29 or less, at least loom 
will eventually he killed by 
tobacco. Half the dea ths will 
he between the ages of 35 
and 69. 

Chinese women smoke a 
tiny fraction of the number 
of cigarettes consumed by 


men and the number of Chi- 
nese female smokers has 
fallen sharply. “Before 1350. 
about 10 per cent of young 
Chinese women became 
smokers, Trot for unknown 
reasons only l per cent do 
now," the researchers noted. 

The Chinese government 
has taken an ambivalent 
attitude to smoking, pro- 
moting public awareness of 
health risks while support- 
ing development of big state- 
owned cigarette factories. 

Hcru Peisen, an official at 
the health education depart- 
ment at the Ministry of 
Health, said yesterday: 
"China will further 


By Sander Tboenes bi Jakarta 






‘I personally think 
the industry will 
continue to 
develop’ 


strengthen its anti-smoking 
campai gn and we are focus- 
ing the campaign on young- 
sters- ■ - r personally t hink 
that the tobacco industry, as 
an important taxpayer, will 
continue to have some devel- 
opment” 

Tax income from the 
industry grew to RMB55bn 
($6.5bn) in 1994, from 
RMB24bn in 1989. 

Many of China’s tobacco 
companies have begun to 
produce low- nicotine ciga- 
rettes, but tbe anti-smoking 
trend in the western world 
has yet to make a dent on 
Chinese consumption. 

An official at the Kunming 
Cigarette Factory, a large 
state-owned company, said 
yesterday: “There is a no- 
smoking trend that comes 
with the development of 
environmental protection, 
the rise in people's levels of 
education and the anti-smok- 
ing campaign. But, at pres- 
ent, it has not had a big 
impact on our factory. Most 
people who have given up 
smoking are in urban, not 
rural, areas. is still a 
lot of room for growth in the 
market M 


THE 


DAVID 

THOMAS 


PRIZE 


Indian banks improve 
lending performance 


David Thomas was a Financial Times journalist killed on assignment in Kuwait 
in April 1991. Before joining the FT he had worked for, among others, the Trades 
Union Congress. 

His life was characterised by ori ginal and radical thinkin g coupled with a 
search for new subjects and orthodoxies to challenge, particularly in the fields of 
industrial policy, third world development and the environment 

In his memory a prize has been established to provide an annual grant to 
enable the recipient to take time to pursue a particular project 


In this, the eighth year of the prize, the theme is: 
How many lives can you improve with £5,000? 


Applicants, aged over 21, of any nationality, should submit a typed entry of 
up to 500 words in English, together with a brief c.v., describing a practical 
innovation that would improve the lives of as many people as possible. Please 
keep David Thomas's interests in mind when writing the entry and suggest ways 
in which your project might be evaluated for success after implementation. 

The winner will receive a cheque for £5,000 to implement the project, which 
might cover technology, medicine, social policy, scientific, financial, transport or 
other sectors. The project will be considered for coverage in the Financial Times. 


CLOSING DATE JANUARY 8 1999 

APPLICATIONS TO: 

Robin Pauley, Managing Editor 
The Financial Times (L) 
Number One Southwark Bridge 
London SE1 9HL 


By Krishna Saha in Bombay 

Hie health of India’s hanks 
improved last year despite a 
rise in the absolute level of 
bad debts, a new report by 
the country's central bank 
claims. 

The level of non-perform- 
ing assets - both gross and 
net - of public-sector banks 
in relation to advances had 
been on the decline, tbe 
Reserve Bank said. Non-per- 
forming assets accounted for 
16 per cent of b anks ' 
advances at the year-end, 
down from 25 per cent four 
years ago. 

But the burden of bad 
debts remained a big hurdle, 
acted as a deadweight on 
profitability and had been an 
impediment to lower lending 
rates. 

Banks' non-performing 
assets increased from 
Rs437bn iSlO^bn) to Rs457bn 
last year, it said. After provi- 
sions, tbe figure was up from 
Rs203bn to Rs212bn. How- 
ever, the rise in bad debts 
was smaller than the 
increase in total lending. As 
a result, problem loans 
formed a smaller proportion 
of advances. 

About half of all the 
banks' bad debts came 
from mandatory loans 
to tbe priority sector, 
including small-scale 


business and agriculture. 

The Reserve Bank also 
reported that competition 
was putting pressure on 
banks’ margins. The average 
net interest margin tell from 
3.22 percentage points to 2J& 
percentage points last year. 

It supported setting up 
asset reconstruction compa- 
nies to take on banks' bad 


Non-performing 
assets improved 
to 16 per cent 
of advances, 
from 25 per cent 
four years ago 


debts but warned against 
wasting the Rs4bn set aside 
for that purpose in the bud- 
get 

"It is important these 
funds be used only for the 
capital of the asset recon- 
struction companies and not 
to bail out weak banks - 
directly or indirectly.” 

Separate figures for India's 
development financial insti- 
tutions. which provide 
long-term loans, showed a 
bigger rise in bad debts. 
Their combined non-per- 


forming assets jumped 25 per 
cent to Rsl20bn last year. As 
this increase was similar to 
the rise in total lending; no 
improvement occurred in 
asset quality. 

In an effort to reassure 
nervous investors, the 
Reserve Bank published a 
detailed break-down of the 
entire financial sector’s bad 
debts for the first time, 
indicating whether loans 
were substandard, doubtful 
or lost. One of the most 
unportant reasons for the 
recent turmoil in south-east 
Asia was the absence of 
proper disclosure in . the bal- 
ance sheets of financial 
intermediaries, it said. 

Analysts welcomed the 
commitment to greater dis- 
closure, but said the official 
figures underestimated the 
scale of the bad debt prob- 
lem, which might worsen 
this year if India's economic 
slowdown continued. Lend- 
ers are only required to clas- 
sify debts as sub-standard if 
the borrower is in default for 
two quarters, rather than 
the international norm of 
one quarter. 

Loans guaranteed by the 
central government are not 
deemed in default even if not 
serviced. It is not uncommon 
for lenders bo extend fresh 
credit to prevent an existing 
loan from going bad. 


The Indonesian rupiah 
defied political unrest yester- 
day and continued to rise, • 
ami d encouraging economic . 
data and World Bank studies 
indicating the economic cri- 
sis's social Impact was less - 
dramatic than had been fore- 
cast. 

Tbe rupiah continued its 
rebound despite continued 
student protests, trading 
around 7J625 to tbe US dollar 
late yesterday, from a tow of 
RpVlJXIO in June and a high , 
of Rp2,400 in early 1997. j 

The World Bonk yesterday A 
said that, if the differential^ 
in inflation rates was taken 
into account, the rupiah had 
depreciated only 40 per cent 
in real terms since the crisis 
started and made “a dra- 
matic catch-up with other 
regional currencies” in 
recent weeks. 

Currency traders were 
indifferent to a further drop 
in interest rates. The rate for 
central bank paper due in . 
one-month dropped from 
51.16 to 49.66 per cent, from a 
high of 67.7 per cent in June. - 
Bank analysts have noted a 
cautious recovery of depos- 
its. even alter rates started 
co ming down in September. 

A senior tax official said 
income tax revenues were 
already 15 per cent above thfejL 
target for the fiscal year* 
which ends March 31. delv- 
ing predictions that debt- 
ridden enterprises would 
stop paying. 

Ginandjar Kartasasmita, 
co-ordinating minister for 
economy, finance and indus- 
try, said manufactured 
exports rose 14 per cent in 
the first seven months of 
1998, with textDe and furni- 
ture leading the way and. 
making up for much of the 
impact of a drop in world 
prices for the country’s 
export commodities such as 
oil and gas. “Indonesia is 
indeed on the road to recov- 
ery,” he said. 

The World Bank, mean- 
while, challenged accepted 
wisdoms about the social 
impact of Indonesia's ejfe 
nomic crisis, pointing at iff'- 
tial results from its research 
to say employment was sta- 
ble and a decline in purchas- 
ing power was limited 
mainly to the urban poor 
and middle class on the 
main island of Java. 

Dennis de Tray, the Bank's 
director for Indonesia, said 
an influx of women and 
young into the informal 
labour sector had made up 
for widespread job losses at 
troubled industries, as urban 
famili es struggled to supple- 
ment their income. While 
urban families reported a 
decline in real expenditure 
of 30 per cent, rural families 
bad spent more in the past ^ 
year as rising prices for farm W 
products, some exported, 
made up for rising costs. 

Mr de Tray said govern- 
ment grants had helped pre- 
vent an exodus of children 
from primary schools but 
not from secondary schools, 
where costs are higher and 
students have the option to 
earn income for the family. 

The data, contradicting 
more dramatic studies by 
the United Nations, help 
explain resilience of sales for 
basic consumer items such 
as foods and cigarettes, as 
opposed to middle and upper 
class items such as cars, 
down 90 per cent. But Mr de 
Tray cautioned the dispro- 
portionate blow to the mid- 
dle class “is going to be a 
tough political issue" in 
approaching elections. 

“The economy of Indon- 
esia is beginning to mend 
but it won't hold if the poli- 
tics won't hold,” he said. ^ 

Ecfttoriai Comment; Page 15 


AUSTBAtlAN POLITICS CONTROVERSY OVER PARTY’S S0_LE PARLIAMENTARIAN 

One Nation in citizenship row 


By Gwen RaHnson In Sydney 

mnnmmi i i ■ ■■ 

The citizenship issue in 
Australian politics yesterday 
rebounded on One Nation, 
tbe nationalist, protectionist 
and anti-immigration party, 
in what commentators 
described as “one of the 
most ironic twists” of recent 
political history. 

Political opponents of the 
party yesterday said Heather 
Hill, the only One Nation 
number to win a parliamen- 
tary seat in national elec- 
tions last month, held Brit- 
ish citizenship at the time of 
the. national poll and was 
therefore ineligible to hold a 

parliamentary seat 

The constitution forbids 
subjects or citizens of a for- 
eign country holding politi- 


cal office. It also states that 
persons running for public 
office must take “all reason- 
able steps” to renounce their 
original nationality. 

Tbe charge was raised by 
Bill O'Cbee, a National party 
senator who lost his sea t to 
Ms Hill. 

Mr O'Chee. Australia's 
first National parliamentar- 
ian of Asian descent, who 
frequently stresses his “Aus- 
tralian-ness". is a staunch 
monarchist who campaigned 
against Australia's republi- 
can drive. Ms HHL he said 
yesterday, was “not 100 per 
cent dinky -di Aussie” 
(authentically Australian), 

One Nation spent its time 
querying the commitment 
that other people had to Aus- 
tralia. he said. "Yet. when 


the boot is on the other foot, 
they are always found want- 
ing.” - 

Ms Hill took out Austra- 
lian citizenship a month 
before contesting the 
Queensland state elections 
in June, but still possessed 
her British passport when 
she won her Senate seat In 
October. She said yesterday 
t h a t she had taken “reason- 
able steps”, as stipulated in 
the constitution, to give up 
her British passport. “I 
believe I have done that.” 
she said. But her refusal to 
say whether ' she had 
renounced her British citi- 
zenship was fuelling naii ? f 0r 
her removal 

The row is the latest blow 
to One. Nation, which pre- 
dicted before the national 


election that it would cap- 
ture the parliamentary bal- 
ance of power. Instead, the 
party's president. Pauline 
Hanson, lost her seat In the 
lower house, leaving Ms Hill 
the party's sole parliamen- 
tarian. 

If she is forced to give up 
her seat, One Nation would 
be further marginalised. 
However, the party gained 
more than A$3m (USSl^m) 
from the national election 
under a public subsidy sys- 
tem for political parties. The 
money would be used to 
finance One Nation's cam- 
paign for the New South 
Wales state elections in 
March, said Ms Hanson. 

"We're here for a while,” 
she said yesterday. “We are 
not going anywhere." 
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WORLD TRADE 


Brussels rejects US banana peace offer 


in Wasktagton, Nefl Boddejr 

ta Brussels and 

Guy de Jonqoftres to London 

^ The European Union 

-Yesterday rejected a US pro- 
posal to seek a rapid settle- 
ment of their dispute over 
the EU banana regime in the 
World Trade Organisation. 

The regime guarantees 
producers in former British 
and French colonies in 
Africa, the Caribbean and 
the Pacific preferential 
access to the EU market, at 
the expense of cheaper fruit 


grown in Tjdin America. 

A WTO disputes panel last 
year upheld a US complaint 
that the regime violated 
world trade rules. Although 
the US exports no 
it says the regime discrimi- 
nates against Chiquita 
Brands and other US distrib- 
ntors. or Latin American 
bananas. 

Washington says the EUs 
modifications to its regime 
do not comply with the WTO 
ruling and is threatening to 
impose 100 per cent tariff* 
on a range of European 
exports from January l 


A spokesman for fflr Leon 
Brittan, EU trade commis- 
sioner, said Brussels had 
rejected the US offer for a 
fresh WTO ruling because 
Washington had not lifted 
its threat to impose unilat- 
eral sanctions. 

"The US is twisting the 
WTO procedures to fit its 
own arbitrary and illegal 
unilateral sanctions time- 
table. That is unacceptable. 
[The US] is trying to use the 
threat of unilateral sanctions 
to exert pressure on the pro- 
cedures," Sir Leon's spokes- 
Tnaffi sail 


Peter Scher. US special 
trade negotiator, denied the 
EU accusations. “If they are 
rejecting this proposal, it 
seems to me to question 
whether they believe that 
their proposed regime is in 
line with WTO rules." 

Mr Scher said the US 
would go ahead with plans 
to announce on December 15 

a final list of EU exports lia- 
ble to sanctions. But he 
denied that the US was seek- 
ing to coerce the EU. saying 
no sanctions would be 
imposed white WTO disputes 
panels were still dealing 


with the banana issue. 

Charlene Barshefsky. US 
trade representative, called 
on Brussels yesterday to 
agree to reconvene a WTO 
panel to rule by January 15 
on whether proposed modifi- 
cations to the banana regime 
comply with last year’s WTO 

Ajriflon. 

If a new ruling proved 
unacceptable to either side, 
the WTO’s appellate tribunal 
could be asked to Issue a 
final decision under a special 
accelerated procedure. 

If the WTO disputes panel 
airfield its earlier ruling, and 


the EU still refused to con- 
form with it the US would 
ask the WTO for authorisa- 
tion to retaliate against 
European exports. 

The EU Commission 

insisted yesterday that it 
was committed to WTO 
rules, saying the US had 
rejected its proposal on Sep- 
tember for an accelerated 
disputes panel review of 
changes to the banana 
regime. But Mr Scher said 
EU compliance with WTO 
rules was critical to the cred- 
ibility of the multilateral 
trade system. 


Russians sign 

Vietnam oil 


j 


refinery deal 


RACE TO LEAD WTO THAI CANDI DATE’S EMBR ACE FOR RUSSIA, CH INA AND DEVELOPING WORLD 

Banker who wants to make the 
next big trade round truly global 


By Jonathan Bircbafl in Hanoi 

nw^—i— — if — — —f at*—— ■■isotmn^— Mat 

Vietnam’s state-owned oil 
company, Petrovletnam, a nd 
Russia's state-run Zarubezb- 
neft have signed an $800m 
agreement to establish Viet- 
nam’s first big oil refinery at 
Dung Quat in the central 
prov i n ce of Quang Ngai, a 
project surrounded by con- 
troversy for more than three 
years. 

At a signing ceremony in 
Hanoi last night, Ngo Xnan 
Loc, Vietnam’s deputy prime 
minister, described the deal 
% the 150,000 b/d project as 
“an historic milestone” in 
the relationship between 
Vietnam and Russia 

However. Russian involve- 
ment follows the withdrawal 
of two groups of potential 
foreign investors - fnnhuWng 
France's Total and a consor- 
tium led by Malaysia’s 
Fetranas. 

The Dung Quat project is 
Vietnam’s largest single 
industrial development and 
is politically important to 
the government last year, 
the National Assembly 
endorsed it as being of stra- 
tegic national importance. 

Although an oil producer, 
Vietnam depends on 
regional refineries to process 
products for domestic use. 
Government officials empha- 
its importance for 


long-term plans to promote 
industrial development in 
the impoverished central 
region, although foreign aid 
donors question the wisdom 
of diverting badly needed 
foreign exchange into the 
scheme. - 

Earlier attempts to secure 
foreign involvement found- 
ered over Vietnam’s decision 
to build the refinery in an 
area devoid of infrastruc- 
ture, almost 1,000km from 
the main markets of 
southern' Vietnam. Last 
year, Ho SI Huang, chair- 
man of Petro Vietnam, esti- 
mated the refinery’s location 
would add about $28.7m a 
year to transport costs. 

Under the joint venture 
arrangement, both Petro Viet- 
nam and Zarubezhnsft will 
contribute $400m in equity, 
with an additional 5500m- 
5600m being sought in hank 
loans and export credits. 
According to Petrovietnam’s 
Mr Thoang, the Vietnam’s 
5400m of equity will be 
funded by on export reve- 
nue. 

ZarubezhneCt will use reve- 
nues from its existing 
involvement in the Viet- 
aovpetro joint venture, 
which operates Vietnam's 
200,000b/d Bach Ho and Rong 
offshore fields. 
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By Ted Bartfecte in Bangkok 

■■■■■■■■■ _■ ■ e a ■■ eg ep 

Long before it be cam e 
fashionable, Thailand's dep- 
uty prime minister, Supa- 
chai Panitchpakdi, was call- 
ing on the world’s leading 
nations to re-examine the 
global financial system.- Thai 
may seem a strange rallying 
cry for someone who wants 
to lead the World Trade 
Organisation, but to Mr 
Supachai, a former central 
banker, it makes perfect 
sense. 

Prospects for trade liberal- 
isation would, he believes, 
be damaged if, as a result of 
flnanriwl turmoil, developin g 

nations turn their back on 
globalisation. And those 
countries most damaged by 
lack of preparedness for 
□pen capital accounts are 
those with mixed feelings 
about free trade. 

“People have been taking 
globalisation for granted for 
too long,” Mr Sqpachai says. 
To make use of trade liberal- 
isation, countries "need to 
he well prepared, have 
people who look into compet- 
itiveness policy, have indus- 
tries that understand the 
need for competition, and 
have effec tiv e trade lobbies”. 

Hence one of Mr Supa- 
chai’s main projects as head 
of the WTO would be to get 
the organisation to help 
developing countries design 
the world trading system. 


ft 


"The WTO should try to be 
an advisor. We need to be 
able to assist some of the 
members of the WTO to 
enhance their opportunities 
in multilateral trade negotia- 
tions. Otherwise they would 
opt out or always remain at 
the receiving end of all this 
negotiation.” 

This belief in inclusion has 
meant Mr Supachai would 
be eager to tackle one of the 
WTO’s biggest items: mem- 
bership for China, Russia 
and other "countries in tran- 
sition”. Mr Supachai wants 
Russia and China in the 
WTO before the next round 
of multilateral trade negotia- 
tions. "I personally would 
pay a lot of attention to 
that," he says. “Their partic- 
ipation helps them take 
trade hberahsstiou and mar- 
ket mechanisms up as one of 
their guiding principles. . . 
and would make the next 
WTO agreement truly 
global.” 

Mr Supachai, 53, is a rela- 
tive newcomer to trade 
issues, taking over Thai- 


land’s trade and economic 
policy in 1992 after stints as 
president of Thai Military 
Bank, deputy finance minis- 
ter and central banker, and 
as a doctoral student in the 
Netherlands under Jan Tin- 
bergen - the first Nobel lau- 
reate in economics - and fel- 
low at Cambridge. 

But the former chess mas- 
ter has been a last learner 
cm matters of trade. He res- 
cued Thailan d from poten- 
tially disastrous sanctions 
threatened by the US over 
intellectual property rights, 
steered ratification of the 
Uruguay Round trade deal 
through the fickle Thai par- 
liament and oversaw the 
boom of the country’s east- 
ern seaboard, the favoured 
des tina tion for foreign man- 
□factoring investment. On 
the international front, Mr 
Supachai helped form Afta, 
the Association of South 
East Asian Nations Free 
Trade Area, and was a key 
proponent of trade liberalisa- 
tion in the Asia Pacific Eco- 
nomic Co-operation forum. 


Both groupings hare been 
criticised by free trade hard- 
liners for relying on volun- 
tary or non-binding tariff 
reductions. Mr Supachai 
replies: “The only way to 
bind us together was to be 
non-binding." 

Mr Supachai has a similar 
pragmatic response to fears 
that, as a candidate backed 
by Japan and other Asian 
nations, be would not vigor- 
ously pursue a free trade 
agenda. Rather, be says, 
someone who can preach the 
free trade gospel effectively 
to countries that might hare 
reservations because of 
global economic turmoil is 
more crucial now than "just 
using leverage or banging 
the table” in negotiations. 

He cites his success last 
month in keeping Afta from 
retreating on tariff reduction 
measures as proof that be 
can convince sometimes 
reluctant countries to liber- 
alise trade liberalisation. 

This is at least partly why 
Mr Supachai has decided to 
pursue the WTO position in 
the prime of his career. He 
wants to ensure Thailand, a 
trading nation throughout 
its modem history, remains 
open. And he believes the 
best way to do that is to 
keep the entire system free - 
but also fair. 

Second fit a series of profiles 
on candidates to succeed Ren- 
ato Ruggiero as WTO head. 
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South Africa to award 
new licences next year 

South Africa win award two new licences for mobile 
telephone networks by next July, bringing the number of 
cellular operators to tour, Jay Naxtoo. the minister for 
posts, telecommunications and broadcasting, said yester- 
day. 

He said Vodacom and MTN, the two existing operators, 
had signed up more than 2m subscribers smce 1994 and 
were making about R4bn ($700m) a year in revenue in a 
fast growing market. Vodacom is 50 per cent owned by 
Telkom of South Africa, with Vodafone of the UK holding a 
31.5 per cent stake; MTN is controlled by South African 
black empowerment groups, including Johnnie. 

Mr Naidoo announced various conditions that will apply 
to the winners of the licences, including a one-off RIOOn 
licence fee, a levy on turnover, and a requirement that a 
btack empowerment group must maintain a shareholding 
in the company making ihe bid. After ihe government has 
issued a formal "invitation to apply,” telecoms companies 
will have three months to submit their bids for the 15- year 
licences. Victor MaUet, Johannesburg 


UK-SHANGHAJ AIR ROUTE 

>•■•» - 

Branson battles BA 

Richard Branson, head of Virgin Atlantic, visited Shanghai 
yesterday to put his case for his airline to open the new air 
route between London and China's largest and most cos- 
mopolitan city. The competition between Mr Branson's air- 
line and his favourite adversary, British Airways, to operate 
the first direct flights between London and Shanghai is 
due to be decided following a hearing before the UK Civfl 
Aviation Authority next month. 

British Airways, which already flies between London and 
Beijing, has lobbied vigorously to run the route to Shang- 
hai, which is still an infant market for international air traffic 
but promises huge numbers of future passengers.. 

The bid to start the Shanghai service, which if awarded 
to Virgin Atlantic would be the first time the company 
would open a new route, is part of broader ambitions for 
the Virgin group of companies in China, Mr Branson said. 
The group is also looking to launch Virgin Cola in Shang- 
hai next year and is considering the prospects for opening 
cinemas and megastores. Chinese officials have indicated 
that China Eastern, the regional airline based in Shanghai, 
is likely to be designated as the Chinese carrier to London. 
James Harding, Shanghai 


CUBAN OIL SEARCH 

Petrobras joins the hunt 

Brazil's Petrobras has become the latest foreign oD com- 
pany to join the hunt for oil in Cuba, signing an exploration 
and production contract for a concession on the Carib- 
bean island's north coast. The contract between Petrobras 
and the Cuban state oil company Cubapetrdleo (Cupel) 
foresees a first phase of seismic testing lasting nine 
months, followed by a projected 18-month exploration dril- 
ling phase. The estimated investment cost is $23m. 

More titan a dozen small oil companies from Canada, 
Britain, Prance, Sweden and Spain are helping the Cubans 
explore for oiL Pascal Rate her, Havana 
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EURO NAVIGATOR 


ING is pleased to introduce Euro Navigator - a bold, new 


approach to International Cash Management It’s a combination 


of products and services that lets you steer all your European 


«ash activities from a single point. A way of operating that gives 


you complete command over your company’s financial course: 


With Euro Navigator, you enjoy direct electronic access to 
nati onal payment systems all over Europe. Which means, 
regardless of currency or destination, you can save time 


and money whenever you 


transfer funds. And, with 


A UNIQUE CONCEPT IN 
INTERNATIONAL CASH MANAGEMENT. 


the extra control over your cash position, optimize your interest 


earnings a s wdL Thanks to the arrival of the euro, ING’s 


inno vative approach can allow yon to handle all your European 


1 O fl 

ill-- v 


needs with just a single account. Euro Navigator comes 


as a result of extensive cooperation between the foDowing 


ING companies: BBL, ING Bank, Bank Mendes Gans and 


ING Barings. To find out more about this unique tool for 


International Cash Management, call us at +31 20 3984775. 

■ ■ 

ING Hi) 

Trademark for integrated finance. 
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Starr under fire from Democrats 


By Mark Suzman in Washington 




The impeachment hearings 
against President Bill Clin- 
ton degenerated into a bitter 
partisan battle yesterday as 
Kenneth Starr, the indepen- 
dent counsel, tried to revive 
the Monica Lewinsky scan- 
dal in testimony to the 
Bouse of Representatives 
judiciary committee. 

In bis first public defence 
of his report charging Mr 
Clinton with impeachable 
offences, Mr Starr stood by 
his conclusion that the presi- 
dent bad repeatedly violated 
his public duties in trying to 
cover up his affair with Ms 


Lewinsky. “The propriety of 
a relationship is not the con- 
cern of our office," be said. 
“The referral is instead 
about obstruction of justice, 
lying under oath, tampering 
with witnesses and misuse 
of power. The referral can- 
not be understood without 
appreciating that vital dis- 
tinction,'' 

But Democrats rejected 
the charges as they made a 
series of direct attacks on Mr 
Starr’s character, portraying' 
him as a “federally paid sex 
policeman’* whose pursuit of 
Mr Clinton bad "crossed the 
hue into obsession.” 

The wrangling demon- 


strated how sharp the divi- 
sions between the sides have 
become in the wake of Dem- 
ocratic election successes 
earlier this month. The 
White House is now confi- 
dent there is not enough 
support in Congress to 
impeach Mr Clinton, but 
many rigbtwing Republicans 
are determined to push the 
process forward regardless. 

John Conyers, ranking 
Democrat on the judiciary 
committee, described the 
bearing as “an unprece- 
dented desperation effort to 

breathe new life into a dying 
inquiry” and said Mr Starr’s 
“tawdry, salacious” tactics 


had damaged his credibility. 
“This causes us to question 
Mr Starr's motion and to 
lack confidence in his refer- 
ral ” he said. 

However, Mr Starr 
strongly defended his inclu- 
sion of details of Mr Clin- 
ton’s sexual relationship in 
the report, emphasising that 
it was Congress and not his 
office that had released the 
information to the public: 
“The facts, the story are crit- 
ical - they affect credibility, 
they are necessary to avoid a 
distorted picture, they ulti- 
mately are the basis for a 
just conclusion.” 

Fending off several inter- 


ruptions by Democrats, Mr 
Starr also stressed that he 
believed perjury did qualify 
as an impeachable offence 
under the constitution. “On 
at least six different occa- 
sions. . . [the president] could 
choose truth or he could 
choose deception” he said. 
“On all six occasions the 
president chose deception.” 

Henry Hyde, committee 
chair, expressed irritation 
with Democratic tactics. 
However, despite having 
announced that he would be 
calling new witnesses to the 
inquiry, he re-stated his 
commitment to try to com- 
plete proceedings this year. 



to ghis his testimony yesterday 


Ghosts of Lincoln and Nixon 


By Mark Suzman 

If Kenneth Starr harboured 
any lingering hopes that 
Congress might approach his 
testimony in a calm and 
sober manner they were 
shattered even before he had 
a chance to open his mouth. 

No sooner had Henry 
Hyde, the Republican chair 
of the judiciary committee, 
opened proceedings than 
Democrats sought to use a 
series of procedural manoeu- 
vres to try to portray the 
Republicans as biased. 

William Delahunt of Mas- 
sachusetts began by arguing 
that the decision to allow Mr 
Clinton's lawyers only half 
an hour to question Mr Starr 
gave the president fewer 
rights tban Richard Nixon 
had during the Watergate 
hearings. And when Mr 
Hyde accused him of trying 
Lo disrupt the hearing, Mel- 
vin Watt of North Carolina. 


an outspoken supporter of 
Mr Clinton, retorted: “We're 
disrupting a railroad.” 

Even after a clearly dis- 
gruntled Mr Hyde managed 
to call the meeting back to 
order, John Conyers of 
Michigan., the ranking Demo- 
crat, immediately launched a 
searing attack an Mr Starr's 
character and credibility, 
dismissing his tactics as 
questionable, his investiga- 
tion as flawed and his report 
as frivolous. 

But despite a couple of 
nervous gulps before he 
started speaking, the inde- 
pendent counsel appeared 
unfazed. Instead, speaking in 
a slow, soft voice, he 
mounted a Fierce two-hour 
defence of his inquiry. 

Although most of his 
address was devoted to 
details of the Lewinsky scan- 
dal, he also addressed other 
inquiries undertaken by his 
office, including tbe White- 


water .land deal he was first 
appointed to investigate. 

Mr Starr broadly exoner- 
ated Mr Clinton In some of 
those cases, ranging from 
the White House use of FBI 
files to investigate some 
Republican officials to the 
sacking of the White House 
travel office. 

However, he made it clear 
that even if he bad not been 
able to amass sufficient cred- 
ible evidence to file charges 
on the Whitewater issue, he 
believed Mr Clinton had 
been involved in a cover-up 
that fitted a broader White 
House pattern of obstructing 
other investigations. 

Mr Starr sought at times 
to be self-deprecating, mak- 
ing light of his personal 
unpopularity. He portrayed 
himself as a simple servant 
of the law trying to do an 
unpleasant job to the best of 
his ability. 

But he could not contain 


his bitterness at the White 
House or disguise his deep 
conviction that he was on 
the side of right. 

He argued that a better 
Nixon analogy than Mr De la- 
hunt’s was the similarity 
between tbe fanner presi- 
dent's misuse of executive 
privilege and Mr Clinton’s. 
And he cited one of the most 
revered US leaders of all in 
his support “President Lin- 
coln asked that ‘the rever- 
ence for the laws be pro- 
claimed in legislative halls 
and enforced in courts of jus- 
tice*,” he said. “I revere the 
law. I am proud of what we 
have accomplished.” 

But although it remains to 
be seen if any of the public 
share that pride, it was dear 
that many of his listeners 
did not As soon as Mr Starr 
stopped speaking. Democrats 
began preparing a new series 
of attacks on the embattled 
prosecutor. 
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Microsoft ‘had monopoly 
since the early 1990s’ 


By Ric hard Wottfe 
in Washington 

The first economics expert to 
testify in the Microsoft anti- 
trust trial yesterday insisted 
that the world’s largest soft- 
ware company had main- 
tained its monopoly power 
since the early 1990s' despite 
rapid technological change 
in the computer industry. 

Frederick Warren-Boulton, 
a former chief economist at 
the US Justice Department 
in the Reagan administra- 
tion. said Microsoft had sus- 
tained a market share in 
operating software of more 
than 90 per cent since 1991. 

In its cross-examination, 
Microsoft argued such mea- 
sures of market share were 
irrelevant in an industry 
which was forced to adapt to 


the rapid evolution of soft- 
ware products. Microsoft 
denies it commands monop- 
oly .power, because techno- . 
logical changes create new 
competitive pressures. 

Michael Lacovara. Micro- 
soft's attorney, further 
suggested that Microsoft was 
competing not just against 
other companies but against 
its own previous software. 
The company had to con- 
vince customers to buy new 
versions of its best-selling 
Windows operating system. 

But Mr Warren-Boulton 
said Microsoft - and the soft- 
ware industry - was not an 
exceptional case in terms of 
competitive pressures or 
technological change. 

“It is a characteristic that 
new models are introduced. 
But that is true of the auto- 


mobile- industry,” he said. “If 
you swfl a car to someone 
who does not have one, that 
person is more willing to pay 
more than someone who has 
a. car. Similarly, Microsoft 
realises ■' some customers 
have -a personal computer 
and want to upgrade [Win- 
dows],' while some are buy- 
ing a hew operating s y s t e m 
on a 1 new personal com- 
puter.” 

Mr Warren-Boulton said 
Microsoft's monopoly power 
was protected by the “net- 
work : effects” of popular 
applications designed to run 
only on Windows. Such 
applications - including 
word processors and; finan- 
cial spreadsheets - pre- 
vented new competitors 
from launching a successful 
new operating system. 
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tax vote 
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boost for 
austerity 


By Geoff Oyer in Sta Paolo 
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Cheap mortgages, Wall St 

revival boost building 

Construction starts on new homes and apartments jumped 
at the fastest rate in mow than a year in October, the gov- 
ernment said yesterday, as cheap mortgage rates and a . 
revival in the stockmarket fuelled buDding. 

Total starts increased an unexpectedly strong 7.3 per 
cent to a seasonally adjusted annual 1.695m units -..the. 
biggest monthly pickup in more than a year - after Pack- - 
to-back revised declines of 2.6 per cent in September and 
4.9 per cent in August, the Commerce Department said. 

Permit applications soared 9.9 per cent to a 1.697m-unit 
rate in a sign that builders Intend to maintain a brisk con- 
struction pace, tt was the strongest rate of permit applica- 
tions since January 1990, when they increased 22.9 per 
cent to 1.748m a year. 

Regionally, the biggest advance in starts came in the 
north-east where they rose 16.5 per cent to an annual rate 
of 162,000. in the south, starts increased 14.5 per cent to 
820,000 a year and to the Midwest they were up 10.7 per 
cent to 352,000. Reuters, Washington 


TOBACCO SETTLEMENT 

Deal agreed by 22 states 

With one day remaining before today’s noon deadline, 22 
states had agreed to sign up to the proposed settlement 
of their lawsuits against US tobacco companies by lunch- 
time in New York yesterday, indicating a strong Bkefibood 
that the $206 bn deal would receive enough votes to take 
effect 

Those accepting the settlement included some of the 
most highly populated states such as California, New 
York, New Jersey, Pennsylvania and Ohio. In a significant 
move, Wisconsin, which had previously appeared hostile 
to the settlement had also agreed to sign up. 

Martin Feldman, an analyst at Salomon Smith Barney, 
said the stales so fear accepting represented 69.5 per cent 
of the money $206bn to be paid out over the next 25 
years. A threshold of 80 per cent needs to be achieved 
before the agreement can come into affect 
Four states - Mississippi, Florida, Texas and Minnesota 
- have separately reached out-of-court settlements under 
which they are to receive more than $40bn from the 
tobacco industry over the next 25 years. That leaves 46 
states considering whether to sign up to the $206bn deal. 

The most likely hold-outs are thought to be Maryland 
and Massachusetts, which have passed special legislation 
to make it more likely that their anti-tobacco lawsuits wili 
succeed. Richard Tomkins, New York 

CANADAGR0WTH 

Inflation higher than expected 

The C anadian dollar was stronger at midday yesterday 
after October consumer price rises and September whole- 
sale sales proved unexpectedly high, suggesting economic 
growth was not slowing as quickly as expected. The doBar 
was trading at 64,6 US cents, up from Wednesday’s dose 
of 64.4 US cents. October consumer prices rose 0.4 per 
cent from the previous month and were up 1 per cent 
year-on-year, according to Statistics Canada, the federal 
agency. Economists had forecast a 0.1 per cent monthly 
gate and a 0.8 per cent annual increase. The government 
sad higher prices for petrol, electricity and fresh vegeta- 
bles contributed to the monthly CPI Increase. Petrol 

prices, however, remain 9 per cent lower than in October 
1997. 

Economists said that despite the October price 

i P flatjon Prassures remained minimal. 
haSSGtan lnftation target range of 

**? ** ginning of 1998 have fluc- 

tuated between 0.7 and 1 .1 per cent, compared with 1 fi 

per cent in 1906 and 1997. Scott Morrison, Toronto 
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On the web today 

Anger at Mexican telephone tax plan 
Monet boating idyll fetches $9m at Christie’s 
Debt reflet in the air after Hurricane Mitch 
http^AvwwJLcom/americas 











The Brazilian government's 
fiscal austerity plan bos won 
two important victories is 
Congress, including the 
approval of a controversial 
tax increase for companies. 

A joint session or the 
lower house and Senate 
voted late on Wednesday in 
favour of an increase in Cof- 
ins, a contribution by con jtei 
panies to the social security** 
system, despite strong oppo- 
sition from the business 
community. 

The votes showed the gov- 
ernment is continuing to 
maintain political support 
for its austerity programme 
in the face of a looming 
recession and a scandal over 
privatisation. 

In an attempt to restore 
confidence in its economy 
and to prevent a currency 
crisis, the government has 
pledged to save R$28bn 
(US$24bn) from next year's 
budget through tax increases 
and spending cuts. 

The fiscal programme is 
the basis of the agreement 
Brazil signed last week with 
the International Monetary 
Fund, under which it 
receive a *41.5bn packag^w 
financial assistance. 

Congress voted to increase 
the Coflhs tax' from 2 to 3 per 
cent of company revenues 
and to extend the tax to the 
financial sector, which had 
been exempt. The govern- 
ment hopes the measure wiU 
raise R$3J3bn next year. 

Legislators also voted in 
favour of a measure which 
limits spending by state gov- 
ernments on pensions and 
requires public sector pen- 
sioners to contribute to the 
social security system. 

Tbe measure is the first of 
several proposals put for- 
ward by the government to 
cut spending on pensions, 
which together are expected 
to generate savings of 
R$4.3bn next year. “The 
result shows that the 
rumours and allegations 
have so far not paralysed the 
government,” said Carlos 
Lopes, a political analyst. 

Opposition deputies have 
been pushing for Congress to 
launch an official investiga- 
tion into the July privatisa- 
tion of Tele bras, the tele- 
coms group, following the 
weekend publication of 
taped conversations about 
the sale between Lui 2 Carlos 
Mendonca de Barros, com- 
munications minister, and 
Andre Lara Resende, presi- 
dent of the National Devel- 
opment Bank, which co-ordi- 
nated the privatisation. 

The opposition cl aims that 
in the auction for Tele Norte 
Leste, one of the Telebrfis 
subsidiaries, the government 
tried to favour a consortium 
which included Opportunity, 
an investment fund run by Hr 
Persic Arida, a former cen- - 
tral bank president. 

Appearing before the Sen- 
ate yesterday to explain his 
taped comments, Mr Men- 
donca de Barros -said the 
government had been trying 
to stimulate as much compe- 
tition as possible. The fact 
that the Opportunity consor- 
tium did not buy Tele Norte 
Leste showed that it had not 
received favourable treat- 
ment, he sai d , 

As well as raising ques- 
tions about legal procedures 
in the TelebrSs sale, an offi- 
cial investigation would 
absorb considerable time in 
Congress and endanger 
approval of the govern- 
ment's Fiscal plans. How- 
ever. analysts believe an 
inquiry is unlikely. ft 

Brazilian financial mar- 1 
kets have so far paid little 
attention to the allegations. 
Shares on the Sio Paulo 
stock exchange have risen 14 
per cent so far this week on 
the back of the IMF deal, . 
although they were 0.4 per 
cent lower early yesterday 
afternoon. 
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ROOM FOR GROWTH. 


When aclfwl about our future plans, our response is straightforward: We 

plan to go oil growing. Profitably. We’re VEBA, a German multi-business 
company aefive in electricity, chemicals, . oil, ^ distribution/logistics, real- 
estate managpnipnt and telecommunications. Last year, we achieved $46 
billion in sales and ranked among the Top 50 of the Fortune Global 500. 


■ •■■■■a ■ ■ ■ 

Our main objective is to increase shareholder value over the long term. 
Tn rrarh ibis fioaL we will contimie to strengthen and strategically 


develop our core competencies. That’s why well be focusing our invest- 
ments even more sharply on businesses where we are— or are well on our 
way to becoming— market leaders. 


So, if you’re looking for an investment with growth potential, visit us at 
www.veba.com or call +800-8322-0000. You can also send us a fax at 
+49-211-4579-532. 
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Can you imagine two extraordinarily responsive companies 
moving even faster as one? We can. Because the quick minds that 
created programs such as the Eurofighter Typhoon now work hand in 


hand with the driven folks who brought the acclaimed new Dodge H\ 
Durango sport utility vehicle from the drawing board to production - " 
in just 23 blazing months. Where do these 428,000 swift souls come- 
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MIDDLE EAST PEACE PROCESS LIKUD-LED GOVERNMENT TO BEGIN IMPLEMENTING WYE ACCORD 
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Israeli cabinet agrees to return land 


& 




By Jody OtsnqiseT m Jerusalem 



' £9omjl la Sa Had Bank 


Israel’s cabinet yesterday 
gave the go-ahead for a 
phased handover of West 
Bank land to the Palestin- 
ians, paving the way for the 
implementation of last 
month’s Wye peace accord. 

The vote, narrowly won by 
Benjamin Netanyahu, Israeli 
prime minister, is the first 
time a Likud-led government 
h ag agreed to hand over land 
to the Palestinians. Of the 
17-member cabinet, seven 

ministers voted for imple- 
mentation, five against and 
three abstained. Two minis- 
ters were abroad. 

The vote also signals a 
shift away from the ideology 
of a party whose own 
anthem still espouses the 
permanent hold over an of 
Eretz Israel, the biblical 
homeland of the Jews which 
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includes the West Bank. 

Last night, Israeli troops 
were making final prepara- 
tions to hand over 110 
square kilometres, or 2 per 
cent of land under exclusive 


Israeli control to joint con- 
trol with the Palestinians. 

A further 7.1 per cent of 
land already under joint 
control will be passed over 
completely to the Palestin- 
ians. 

Much of the land is con- 
centrated around the north- 
ern West Bank town of 
Jenin, where two nearby 
Jewish settlements yester- 
day had their security beefed 
up with electronic fencing 
and extra guards. In Jenin, 
thousands of residents took 
to the streets to celebrate 
the delayed pullback which 
under the 1965 Israeli-Pales- 
tinian interim Agreement, 
should have taken place 
early last year. 

Further handovers will be 
carried out, which when 
completed early next year, 
will leave Yasslr Arafat's 
Palestinian Authority in full 


control of 17.9 per cent of the 
West Bank and partial con- 
trol of 22J5 per cent 

Israeli officials warned 
they would stop the imple- 
mentation of the Wye accord 
If the Palestinians did not 
continue fighting terrorism. 
But Mr Arafat will face a 
considerable challe nge from 
Hamas, the opposition Pales- 
tinian Islamist militant 
movement, which opposes 
any peace agreement with 
Israel and which has been 
responsible for suicide bomb 
attacks in Israel. 

Izz el-Deen al-Qassam, the 
military wing of Hamas, yes- 
terday issued a leaflet warn- 
ing it would not stop its 
“holy light and struggle 
against the Zionist occupa- 
tion”. 

In addition to the land 
handover, Gaza airport is 
scheduled to open today, giv- 


ing the Palestinians their 
first exit to the world to 
trade and travel - and 
another symbol of sover- 
eignty and statehood. 

Israel will also release 250 
Palestinian prisoners from a 
total erf 750 agreed at Wye, 
although 150 of those prison- 
ers will be criminals - and 
not political prisoners as the 
Palestinians expected. A fur- 
ther 2,200 prisoners will 
remain in jail. Israel may 
also increase the the number 
of Palestinians allowed, to 
work in Israel. 

If agreement on imple- 
menting part of the Wye 
accord was plagued with 
threats, Israeli and Palestin- 
ians admitted the toughest 
negotiations lie ahead when 
final status talks on the 
future of Jerusalem, settle- 
ments, water, refugees and 
borders, start next week. 
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LISTING IN LONDON FINANCE MINISTER MAY DRAW LINE AT OLD MUTUAL'S REQUEST FOR MOVE 
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S Africa groups cautioned on domicile 


space e 


loration 


By CBwe Gookson, Science 
Editor, In London - 


By Victor Ma8et in Pretoria 


Big South African 
companies seeking to move 
their headquarters and pri- 
mary stock exchange listings 
from Johannesburg to Lon- 
don will not receive auto- 
matic government approval, 
according to Trevor Manuel, 
finance minister. 

In the government's most 
detailed comments so far on 
the companies queuing to 
change their domiciles - Bil- 
liton, the metals group, has 
already gone and the Anglo 
American conglomerate will 
switch its head office to Lon- 
don soon - Mr Manuel 
suggested yesterday that he 
did not favour such a move 
by Old Mutual, the big life 
assurer pl anning to demutu- 
alise next year. 

“At Old Mutual it's a dif- 


ferent kettle of fish," he said 
in an interview, “it's an 
insurance company that 
must own its assets pruden- 
tiafiy in the same economy 
where it has its client base. 
You can't collect savings 
and just take them out of a 
country where one of the 
fundamental structural diffi- 
culties is that you have low 
savings." 

Old Mutual, which last 
night declined to comment 
on Mr Manuel's statement, is 
the biggest of the South Afri- 
can groups arguing that they 
would benefit from a move 
to London and seeking offi- 
cial approval 

Mr Manuel and other lead- 
ers of the ruling African 
National Congress have 
given their blessing to 
Anglo's move and indicated 
that they would view favour- 


ably an application from 
South African Breweries. 

Such companies, they said, 
needed to be able to raise 
capital efficiently In interna- 
tional markets and compete 
globally In their respective 
industries. Mr Manuel - who 
will visit Britain and Ger- 
many next month - said it 
was understood that South 
African Breweries could be 
listed in London because it 
needed "a position in a fairly 
aggressive world of brew- 
ers". 

Mr Manuel compared the 
present South African corpo- 
rate drive to became interna- 
tionally competitive with 
earlier upheavals in UK 
industry. Including the 
changed British attitudes 
that accepted the transfer of 
famous brands such as 
Rover to foreign owners. 


“The strengths of compa- 
nies are what makes nations 
great,” he said. "You try and 
lock Anglo American into 
South Africa, and you wifi 
destroy it 

“To see this in the nega- 
tive connotation as compa- 
nies running away from 
South Africa doesn’t take 
account of the fact that this 
economy will only be as 
great as the main pillars 
thereof - which are compa- 
nies. For companies to be 
great is not about confining 
them to home territory. And 
to talk about nationalism in 
those terms is, I think, 
bizarre.” 

But Mr Manuel hinted that 
even Anglo did not have 
carte blanche from the 
South African authorities 
following its move abroad, 
and he drew a distinction 


between the “nominal” UK 
domicile required for a com- 
pany to be included in the 
FTSE ioo index and a com- 
pany's “effective” headquar- 
ters. 

“So the company needs to 
be domiciled nominally or 
otherwise as required,” Mr 
Manuel said. “But what's 
very important is the other 
side of the deal that we will 
continue to talk to Anglo 
about - that 44 Main St 
[Anglo's Johannesburg head 
office] must remain there as 
the effective headquarters.” 

Among other South Afri- 
can companies considering a 
primary listing in London 
are Gold Fields, the world’s 
second biggest gold pro- 
ducer, Liberty Life, the life 
assurer and financial ser- 
vices group, and Barlow, the 
industrial conglomerate. 
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A Russian rocket is due to 
lift into mbit this morning 
the first component of a 
$40bn international space 
station to be built 400km ] 
above the earth, Hie long-de- 
layed Launch will be followed 
by 44 mare flights over six : 
years, as US, Russian. Euro- - 
pean and Japanese space 
agencies assemble the 500- 
tonne base. 

A gigantic Proton rocket 
will launch the Zarya (Sun- 
rise) control and cargo mod- 
ule from the Baikonur cos- 
modrome in Kazakhstan. 
Zarya was designed and 
built in Russia - to serve as 
a multi-purpose space tug- 
boat providing propulsion, 
power and communications 
daring the early stages of 
the project - but the US paid 
$20Qm for its construction. 

The US Is providing politi- 
cal, technical and A nan rial 
leadership for the whole 
project, contributing more 
than $24bn, including a $lbn 
subsidy to enable the finan- 
cially starved Russian space 
agency to take part 

The US administration and 


its /Space agency, Naso, have 
been keen on Russian partic- 
ipation ever since the old 
Soviet Union fell apart - 
partly for political reasons 
and partly to take advantage 


of Russia’s unrivalled experi- 
ence bunding and operating 


enae building and operating 
spate stations, from the Sal- 
yot series in the 1970s to the 
sefen-module Mir today. 

\ H Zarya is launched suc- 
cessfully, it will be joined in 
orbit next month by the first 
US -built component. The 
Unity connecting module is 
at Six-sided hub, to which 
more specialised modules 
w ill be attached over the 
n set six years. 

Then, next July, a Rus- 
s^m -built service module 

i launched from Bui- 
lds will provide the 
ring quarters, 
st inhabitants have 
been selected: Wil- 
pherd of the US and 
Yuri Gidzenko and 
xikalyov. They are 
take up residence 
2000 . 

die following four 
rarious laboratory 
will be added, 
with extra accom- 
q to expand the 


permanent crew to six or 
seven. 

However, the international 
Space Station has not caught 
the public imagination in 
participating countries - 
probably because it lacks 
any clear goal beyond its 
own construction. 

In Russia, nationalists say 
s carce resources should be 
devoted instead to keeping 
Mir in orbit beyond next 
year, when it Is due to be 
abandoned. In the US. scjri^ . 
tists say research rao™ 
would be better spent on 
myriad smaller projects. 

Yesterday Michael Fnale, 
an astronaut and deputy 
director of the Johnson 
Space Centre in Houston, 
responded: "Research is not 
actually the drive, the be-all 
and end-all of the interna- 
tional spare station. It is 
really a vehicle to do some- 
thing in space, continuing 
the exploration, moving out 
from the planet. . 

The space station, he said, 
was an essential step to get- 
ting people to Mars, then on . 
to the asteroid belt, the 
outer solar system and even- 
tually on starships to 
explore the galaxy. 
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The Westdeutsche fmmofaifienBank was formed to unite 
the diversified services of the real estate industry in order 
to enable our clients to meet the challenges of the future. 
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Zimbabwe's commercial 
fanners were huddled in cri- 
sis talks yesterday, after 
President Robert Mugabe's 
government announced it 
would acquire 841 mostly 
white-owned forms, Reuters 
reports from Harare. 

Nick SwanepoeL president 
of the mainly white 4,500- 
member Commercial Farm- 
ers' Union, said on Wednes- 
day that the government had 
informed his union that 
“acquisition of land orders” 
had been signed and sent out 
by Kumbiral Kangal, the 
agriculture minister, last 
week. 

“In law, what this means 
is that immediately you get 
the order your land now 
belongs ter the state and 
comes under the jurisdiction 
of the state president »nH 
payment would be discussed 
later” he said. 

“We are shocked that the 
government Is proceeding on 
these lines a fte r giving us 
assurances it Is committed 
to consultations. We were 
not consulted,” Mr Swane- 
poel said, adding he was 
seeking an audience with Mr 
Kangai and Mr Mugabe. 

In September the govern- 
ment promised western 
donors at a conference 
meant to raise finance for its 
land resettlement scheme 
that It 'would carry out the 
programme “fairly and 
transparently". 

The proposed seizures 
come in the wake , of a mas- 
sive wave of illegal occupa- 
tion of commercial farms by 
land-hungry black peasants 
at the start of a new crop- 
ping season. 

Mr Mugabe’s government, 
b eset by violent protests as 
poverty worsens, has larselv 
ignored the squatters, forc- 
ing formers to seek eviction 
orders from the courts. 

Currency traders said 
news of the planned seizures 
bad shaken confidence, and 
the International Monetary 
Fund, due to consider releas- 
ing a delayed $53m tranche 
in aid in December, is 
reported to have said no 
money would be released if 
the farms were taken. 

"Tie negative sentiment is 
that if the IMF is not giving 
us money then the exchaAp. 
rate is doomed, and if the 
currency is doomed then the 
economy is also doomed," 
mid ope trader 


By RoubbiaJaf In Baghdad 
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UnscomAhe United Nations 
weapons nspectors' commis- 
sion. is aeparing for a full 
range of lasts of Iraqi com- 
mitment to comply with 
inspectors and has already 
requested everal documents 
from the Baghdad govern- 
ment l 

Richard Sutler, chief UN 
weapons in jector has writ- 
ten two letits to ’ briq Aziz, 
Iraq's depily pri ne minis- 
ter, askingfor documents, 
including <he rioting to 
chemical wtipons used dur- 
ing the I98il98f Iran-Iraq 
war. \ 

Unscom gjanc d at the 
document duW l search of 
an Iraqi AirFoije base in 
July but was Wallowed to 
keep it Bag hdM kas said ft 
is willing to dfouk this doc- 
ument but tha mrts relat- 
ing to natiotal security 
should not te seen by 
inspectors. V 

A western ^iomat in 
Baghdad sail [uscom's 
access to this spe tic docu- 
ment could poisbly be 
resolved by.alldwng the 
commission to qbtiin the 
parts relevant to york. 

Officials cose to Tnscom 
said yesterdiy that, oar the 
next two seeks, insjectore 
would test iccess to a full 
array of stes, docutents. 
informattor and people. 

While tarns of oficials 
responsible for momtq-ing 
sites that lave already «en 
inspected' have resumed 
work, a special team reson- 
sible for ipot inspection of 
sensitive dtes is being setup 
by Unscon and will soonbe 
sent to foghdad. 

The US. which called ff 
air strikes on Iraq last wee- 
end, waits the commlssiQ 
quickly a test Iraq's pron 
foe to rtb-ume cooperation. 

Baghdad has emphasiset 
in the jlast two days that 
mobiton have been provided 
with foil access to sites. 
Major-General Hussam 
Amin, head of Iraq's 
national' monitoring director- 
ate, told the Iraqi News 
Agency his government had 
opened up all the necessary 
facilities to monitoring 
teams. 

In a move that Baghdad 
will see as provocative, Mr 
Butler ,1s stepping up his 
rhetoric against the govern- 
ment In a speech in P hil a. 
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delphia late on Wednesday. 

Mr Butler accused Mr Aziz 
of having headed the contro- 
versial “concealment mecha- 
nism" which the chief 
inspector says slowed down 
the disarmament process. 

The issue of a concealment 
mechanism has been 
source or tension betweei^ 
Iraq and Unscom. 

According to Unscom. Iraq 
admitted in 1995 to having 
had a four-year concealment 
effort to hide its weapons 
development programme, 
but Baghdad said it bad put 
a stop to it and that the 
weapons that had been con- 
cealed were unilaterally 
destroyed. 

• George Robertson, UK 
defence secretary, yesterday 
said Saddam Hussein “capit- 
ulated” to UN demands only 
15 minutes before the launch 
of strikes against Iraq by US 
and British forces, writes 
Stephen Fidler In Washing- 
ton. 

Mr Robertson, speaking to 
reporters in Washington 
before a meeting with Wil- 
liam Cohen, the US defence 
secretary, said that, in 
future, Iraq would receive no 
warning before military 
strikes occurred. “The fuse 
is much shorter... the ne*{0 
time the only warning hi.* - ■ 
will get Is a withdrawal of 
the UN inspectors." 

He said, however, that be 
did not agree that Unscom 
inspectors would not be 
needed after any bombing of 
Iraq took place. “The idea 
that we just wallop Iraq and 
walk away is not part of the 
strategy.” he said. “Unscom 
would still have a role, and 
would be the only way that 
sanctions would be removed 
from Iraq.” 

President Bill Clinton said 
on Sunday that bombing of 
'Iraq “would have marked 
the end of Unscom”. 
reflecting a view that has 
been growing within the 
administration. 1 

He said he was willing to . ■ 
'■end British pilots - who djj 'j 
uffered high proportionate : "■ 
•sses because of their role 

• the Gulf war - in to 
•tack IraQi air defence 
Sitems. “We know an awful 
kmore about Iraq than we 
^during Desert Storm and 
™i we did during the air 

He said intelligence 
a bit Iraq had improved 
corderabiy. 
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are home to 90,000 companies 


•/ By Detajaii Hargreaves 
talondon- . 

* m m m 

iji — ; : — ■— 

* "All of tiie Islands need to do 
something about companies 

, and there needs to be action 
‘ on company directors," said 
Andrew Edwards, a former 

* top official at the UK Trea- 
■sury, outlining priorities for 

! the offshore centres of Jer- 
sey, Guernsey and the Isle of 
Man yesterday. 

. Mr. Edwards was speaking 
- 'at the launch of his report 
into, financial regulation in 
" the Channel Islands and the 
Isle of . Man following a 
10 -month review of the off- 
' : shore tax havens. 

- The' islands’ low tax rates 
have attracted large nuro- 
■$ers of international compa- 
nies to their shores. About 
1 90,000 companies are incor- 
porated in the islands - 
most in the Isle of Man Mr 
Edwards notes that company 
regulation needs to be tight- 


up in all three Islands, 
For Jersey, largest of the 
Channel Islands between 
England and France, Mr 
Edwards stressed that the 
priority for the anfborities is 
to cooperate fully with other 
countries in the pursuit of 
financial- crime and "money 
laundering 

A number of high-profile 
financial court cases have 
put the spotlight on the 
Channel Islands' regulatory 
procedures' in . recent years. 
The Bank Can trade trial this 
year led to tines of S3m for 
the bank where a trader at 
the UBS subsidiary had mis- 
led investors' by Showing 
profits of il$qi on foreign 
currency transactions when 
he had actually lost Slim. . 

In addition, when the 
Barings merchant bank 
failed in 1995, the bank’s 
Guernsey subsidiary had 
lent deposits well in excess 
of its capita] base and was 


Royal and ancient 

. ■ — ■ " " • % 

■ The Isle .of Marc between. England and Ireland has-a: population 

of about 70,000 in ar< Brea d 570 sq km. The leghfathn assembly, 
cafed Tynwald?' is claimed lo be the worid’s oldest parliament in 
.continuous existence. Finance and business services, have become, 
the island's biggest revenue-earners, v- 

■ Jersey: largest of we Channel Islands between England aid 
Franca, has a' poputaUorr of. mors than 80,00) and a thriving 
aykxjRurafindustjy in s land area tf Htte more than 1 Op xi tan. 

■ Guernsey; second -largest of the islands, has a skiiSar ' popula- 
tion density in a sSgtIJy smaBar areal Coosguttartafly. the two 
islands are “bafliwicte' - undw the British. Crown wHh their own 
; non-party legislative assembfies each called ‘the States" and their 
own courts. 


The throe islands’ have a unique, complex and non-coloniar relation- 
ship with the UK. Each's a- direct dependency Of the Crown, which 
Is represented ion - each 'istaid by a Usutehant^Goverrior. The 
stands are outside the furisrSction 6t the Westminster pari ls mem 
and ita-EngBsh courts. . .. . 


technically insolvent. How- cases point to the need for 
ever, the unit was not mare on-site inspections of 
declared insolvent as the financial institutions and 
authorities tried to find a also the need for some form 


buyer. 


of rescue, moratorium or 


Mr Edwards says these administration procedures 


as in the UK to help in deal- 
ing with insolvency. He also 
called for a financial 
ombudsman to deal with 
customer com plaints. 

In Guernsey, Mr Edwards 
said a priority should be to 
deal with tbe problem of 
nominee directors - the 
so-called "Sark lark”. This 
involves residents of Sark, a 
small island under Guern- 
sey's Jurisdiction, sitting as 
directors on many different 
company boards. Although 
the population of Sark is 
only 575, total directorships 
held amount to around 
15,000. Three residents bold 
between 1,600 and 3.000 
directorships each. 

Guernsey has begun to 
tackle tbe problem and has 
cracked down on “false 
domiciles” whereby island- 
ers were fielding phone gills 
for companies located else- 
where. But it is still some 
way from divesting residents 


of their directorships. For 
the Isle of Man, Mr Edwards 
says it must strengthen the 
regulation of companies. 
Many thousands of compa- 
nies are incorporated in the 
Isle of Man and thousands 
more administered from 

Guernsey and Jersey if not 

actually incorporated there. 

Most of the companies are 
private and farmed by non- 
residents or trusts to hold 
assets or interests outside 
the Islands. The regimes for 
companies differ between 
the islands and are less 
heavily regulated than In the 
UK. Mr Edwards say’s there 
is no system in place in the 
Isle of Man for vetting new 
companies that want to reg- 
ister or for disclosure of a 
company's beneficial owner- 
ship. 

He calls on tbe Isle of Man 
to introduce vetting and dis- 
closure rules because of the 
scope for abuse. 


Authorities jubilant while bankers complain 


. * 


By Brian Groom 
in St Hater, Jersey 

Tbe authorities in Jersey, 
Guernsey and the Isle of 
Man were jubilant about the 
Edwards report yesterday. 
His report leaves intact the 
twin pillars' on which the 
growth of the offshore fin an - 
-ikial centres is built. Tax 
Advantages were not within 
his remit, and he stopped 
short of requiring public dis- 
closure of the beneficial 
ownership of offshore com- 
panies and the people behind 
trusts. 

Bankers, however, com- 
plained that his recommen- 
dations in many areas 
eroded client confidentiality. 
The financial industry seems 
likely to resist many of the 
detailed changes. Including 
comprehensive customer 
compensation schemes in 
Jersey and Guernsey, and 
some changes in trust law. 

Frank Walker, president of 
the States of Jersey’s finance 
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and economics co mmi ttee, 
said: “Forgive me for having 
a little bit of satisfaction 
here - the report clearly 
demonstrates that those who 
have criticised our regula- 
tory standards are compre- 
hensively wrong." 

There was little sign that 


the critics would be 
silencecLPrem Sikka. profes- 
sor of accounting at Essex 
University and a thorn in 
the islands’ side, said the 
report was a “missed oppor- 
tunity" to tackle tbe under- 
lying political factors that 
made them “sleaze factories” 


- including the lack of sepa- 
ration of powers between the 
judiciary, legislature and 
executive. 

Philip SineL a Jersey advo- 
cate pursuing compensation 
for investors involved in the 
Cantrade private banking 
scandal, said Edwards had 


“left uncriticised various 
people in authority who 
should have been chastised 
or removed". He said it was 
unlikely that the Cantrade 
affair would be repeated, but 
that was because of action 
the investors bad taken, not 
because of Edwards. 


Edwards recommends the 
setting-up of a confidential 
hotline for whistleblowers, 
such as the person who was 
ignored by bis superiors at 
Cantrade. The Jersey author- 
ities said they might go fur- 
ther and provide statutory 
protection for such inform- 
ers. 

The Jersey Bankers Asso- 
ciation said it supported the 
release of information to 
other authorities where 
crime was involved, but was 
worried about “areas which 
potentially affect the fine 
dividing line between pro- 
tecting our clients' confiden- 
tiality and the disclosure of 
information about customer 
affairs to authorities outside 
tbe jurisdiction of Jersey." 

On the Isle of Man, author- 
ities said they wonld give 
serious consideration to the 
recommendation that com- 
panies should be vetted at 
registration and be required 
to make co nfidential disclo- 
sure of beneficial ownership. 


Investigation is overshadowed by EU concerns 


By Jm KeHy in London 

History may judge Andrew 
Edwards' report on tax 
havens near the UK as a 
sideshow. The big question 
for the European Union, tbe 
G7 and the OECD is whether 
such tax havens should exist 
at all. 

The report dismisses the 
subject: “Offshore centres 
generally are sometimes crit- 
icised for maintaining tax 


regimes that divert business 
from onshore jurisdictions 
and deprive them of tax rev- 
enues. These issues- lie out- 
side the scope of the report.” 

But the issue is unlikely to 
be so easily dismissed by the 
governments of Jersey. 
Guernsey and the Isle of 
Man. Even as Jack Straw, 
the ho me secre tary, consid- 
ers the Edwards re p o rt, his 
colleague Dawn Prusarolo, 
financial secretary to tbe 


Treasury, will be at tbe cen- 
tre of discussions oh the 
future of European tax 
havens. 

Ms Primarolo has been 
named as first chairman of 
the European Union Code of 
Conduct Group - a body 
designed to spot and elimi- 
nate “harmful" tax competi- 
tion. Tbe group, set up by 
Ecafm at the end of 1997, 
wifi look at European coun- 
tries and their dependencies. 


The reduction of tax anom- 
alies is the forerunner of a 
more important debate on 
the speed and depth of tax 
harmonisation within the 
EU after introduction of the 
euro in 1999. Tax harmonisa- 
tion has most support in 
France and Germany and is 
being pressed- by Mario 
Monti, EU commissioner far 
the single market. The EU 
initiative dovetails with sev- 
eral other international 


efforts to define harmful tax 
competition and police it 
The OECD has launched a 
seven-year drive to stamp 
out tax havens which 
unfairly distort fiscal compe- 
tition. Switzerland consid- 
ered using its veto to block a 
report on the issue. 

Tbe G7 joined tbe OECD 
and EU in May this year 
when it launched an initia- 
tive on harmful tax competi- 
tion. Members agreed to 


damp down on tax evasion 
and help each other stamp it 
out. Gordon Brown, UK 
chancellor of the exchequer, 
said tax evasion flowed bum 
harmful tax competition. 

All three projects are 
likely to be affected by the 
same problems. Defining 
harmful tax competition is 
as difficult as defining the 
difference between tax 
avoidance and tax planning 
and is largely subjective. 


MI5 officer might 


By Andrew Parker 
and Jimmy Buns 

The government may not 
have lost its attempt to 
extradite David Sbayler. the 
former M15 officer now in 
France, if a new European 
treaty had come into force. 

The French court which 
on Wednesday rejected the 
government’s request to 


extradite Mr Sbayler based 
its decision on a view that 
his criticism of mb and MI6 
in UK newspapers was a 
“political" ofifance. 

Under a 1957 extradition 
treaty between tbe UK and 
France, there can be no 
extradition for an offence 
considered to be political. 
However, under a draft EU 
treaty due to replace the 


1957 law. it is unlikely any 
offence could be regarded as 
political. 

Yesterday, min isters and 
Labour MPs expressed dis- 
may at the government's 
handling of the affair. "This 
is a bogus case. It’s not as if 
Shayler is compromising 
agents in Baghdad and Teh- 
ran,” one minister said. 

Special Branch is believed 


io have concluded that Mr 
Sbayleris disclosures have 
not caused serious damage 
to M15 or national security. 

Mr Sbayler, who fled to 
France last year, faces two 
charges under the 1989 Offi- 
cial Secrets Act. He has 
claimed that M16 tried to kill 
Colonel Muammer Gadaffi, 
the Libyan leader. He has 
also claimed that M15 com- 


piled files during the 1970s 
on Jack Straw, home secre- 
tary, and Peter Mandelson. 
cbief industry minister, 
because tbey were consid- 
ered potent lad subversives. 

MIS accepts that while 
faj unctions preventing UK 
newspapers publishing any 
new allegations by Mr Shay- 
ler remain in place, there is 
nothing to stop the media 


reproducing any statements 
be may make to publications 
in other countries or puts on 
his personal website. 

MI5 hopes Mr Sbayler may 
be deterred Grom continuing 
his disclosures by his wish 
to return to Britain. 

Tbe Home Office said it was 
still considering whether to 
appeal against the French 
court's decision. 
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ROUTE BETWEEN ENGLAND AND FRANCE 

MlJIll III 

Company begins planning 
second Channel crossing 

Eurotunnel has begun work on plans (ex a second Channel 
crossing between France and England even though capac- 
ity in the present Channel tunnel will not be exhausted 
until 2025. The company yesterday appointed consultants 

to help draw up plans which could invoke either a second 
tunnel or a bridge. 

Eurotunnel is required to propose a second link by Janu- 
ary 2000 under the terras of its concession and it has an 
exclusive right to open the link up to 2020. After that time 
a rival would be free to build a competing crossing. The 
appointment of consultants comes less than live years 
after the Channel tunnel opened and a year after Euro- 
tunnel achieved its first operating profit. Eurotunnel shares 
fell in London to 77 p. Charles Batchelor, London 
Trains in Tokyo, Page 12 

SMART CARDS 
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Murdoch group awarded $47m 

News international, the media group headed by Rupert 
Murdoch, has won £28m (547ml in damaqcs in the High 
Court against a company and one of its directors far dis- 
honestly overcharging the organisation tor smart cards 
issued to satellite television viewers. 

Michael CUnger. a director of News Data Security Prod- 
ucts, abused his position by systematically overcharging 
for miKrons of smart cards used by Sky TV subscribers to 
activate signal decoders m ihe late 1980s and early 1990s. 
the judge ruled. Other suppliers were undermined so Ihe 
monopoly could be maintained, the court heard. 

The case was brought by News International and four 
other Murdoch companies against News Data Security 
Products, in which a News Corporation subsidiary had a 
stake; Mr Cllnger and his company International Develop- 
ment Group; his associate Michael Luzann; and Phoenix 
Micro, a Liberian company. John Mason, London 


DIGITAL TELEVISION 
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‘Dish-free’ promotion outlawed 

The Independent Television Commission, the industry 
watchdog, will today announce it has ordered the ITV 
commercial television network io scrap its new advertise- 
ments for digital terrestrial television. The decision, agreed 
at yesterday's meeting of the commission, follows a com- 
plaint from British Sky Broadcasting, the satellite group. 

The promotions had angered BSkyB, which last month 
launched a 140-channel digital satellite service, because 
they included a symbol of a satellite dish with a red cross 
through It, accompanied by a voice offering “dish-free digi- 
tal”. Two of the biggest ITV companies, Carlton Communi- 
cations and Granada Group, are joint owners of BSkyB 's 
rival On Digital. Cathy Newman, London 


LS GROUP 




Investment value ‘unproven’ 

The overall value of a £1 .6bn ($2.7bn) investment by LG of 
South Korea in two factories near Newport in south Wales 
“must at best be unproven”, the House of Commons 
Welsh affairs committee has said. MPs on the committee 
pointed out that each of 6,100 jobs would cost £40,000 in 
public subsidies. 

The committee has also called on the Welsh Develop- 
ment Agency to take a "more strategic approach” to 
attracting inward investments by identifying potential 
growth markets. It says there is a growing consensus that 
growth in Wales will be achieved through development of 
indigenous industry. It adds that there is a “duplication of 
business support” at local level. Andrew Parker, London 


OFFICE OF FAIR TRADING 



School bus ‘cartel’ alleged 

The Office of Fair Trading yesterday said rt had exposed a 
“secret carter operated by Stagecoach and 12 other bus 
companies to rig the price of contracts to operate school 
buses. John Bridgeman, director-general of fair trading, 
said representatives of the companies met secretly in a 
hotel and agreed on minimum prices at which they would 
tender to supply school bus services to Kingston Upon 
Hull city council in north-east England. 

Mr Bridgeman said the bus companies also agreed 
which routes each operator would bid for. The alleged 
agreement came to light after the council complained to 
the OFT. Stagecoach, a Scotland-based transport group, 
which also operates train services, said it was setting up 
an internal investigation. It did not beiiBve it had been 
involved in a cartel. Kevin Brown, London 
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The Beatles’ city aims for a hit image 
by leaving behind bad old days of strife 


North-west port of Liverpool launches its 

new ‘brand’ in 1999, Sheila Jones writes 


T hink of Liverpool, and 
what springs to mind? 
The Beatles? Soccer? A 
^ tradin g port? Or perhaps the 
period in the ISSOs when the 
city in north-west E nglan d 
became synonymous with a 
unique brand of ruthless 

leftwing polities. 

In January. Liverpool wifi 
launch a new brand. Holiday 
packages will target cities 
with which Liverpool has 
historic links , such as New 
York and Dublin. In the UK, 
trains, airports and the Lon- 
don Underground railway 
will be blitzed with billboard 
posters In a campaign target- 
ing south-east England. 


' Liverpool is not the first 
city to hire brand consul- 
tants, and it is conscious 
that "slogan fatigue” could 
tor ped o Its efforts. Alex Bat- 
chelor of Interbrand Newell 
& Sorrell, the brand consul- 
tants, says Liverpool faces 
an uphill challenge but the 
dividends can be high. 

“Yon only have to look at 
New York 12 years ago. 
when it was seen as place for 
muggings and the last place 
to visit. Now it is the num- 
ber two tourist destination 
after Baris.” 

Market research indicated 
that Liverpool and the wider 
Merseyside region, had to 


“reposition its corporate 

marketing and give a con- 
stant, clear and focused" 
message, according to Nefl 
Kami, marketing director of 
Mersey Partnership, the 
regeneration agency. 

“We’re not going for a slo- 
gan," he said. “People are 
fed up with them. We are 
creating a new brand that is 
contemporary, flexible and 
simple.” Posters focus on 
heritage, culture, music and 
sport. Tbe brand, created by 
McCann Erickson, picks out 
the “Me" in Merseyside and 
the “Live” in Liverpool. 
Leaflets will go to homes 
across Merseyside io try to 
ensure the people of the city 
“are equipped to promote 
the place”. 


Liverpool has moved on 
from the bad old days of 
industrial strife, according 
to Mr Rami. Industrial rela- 
tions are no worse than any- 
where in the UK and produc- 
tivity is above national 
averages. Investment is ris- 
ing. Only this week, EasyJet, 
the cut-price airline, 
announced four new routes 
to European cities from 
Liverpool creating 300 jobs. 
But the region is still falling 
at the last hurdle to win 
over some investors. 

Businesses say the region 
has the right infrastructure 
and workforce, but they are 
less sure about persuading 
managers to relocate there. 
“There Is clearly still an 
image issue but much less 
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Musical message: the tide of one of The Beaties' hit records adorns a Liverpool taxi 


so. Now, it is about environ- 
ment, quality of life and 
business confidence. People 
don’t know what Liverpool 
and Merseyside have to 
offer.” says Mr Rami. 

Local employers are back- 


ing the new brand. “Mersey- 
side has a wealth of 
strengths and it is better 
pieced to promote these if it 
presents a united front.” 
says James Ross, chairman 
of tbe Llttlewoods Organisa- 


tion. Robert Wade-Smith, 
who created Liverpool’s 
Wade Smith retailer, now 
part of the Arcadia group, is 
one of Merseyside’s million- 
aires. 

Mr Wade-Smith says the 


reality of Merseyside is “far 
more Impressive’* than the 
reputation. The Wade Smith 
shops took off io Liverpool 
and are now expanding. 
“The people here spend more 
and save less.” 
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MONETARY POLICY GROWTH AND PRICE STABILITY ARE NOT ALTERNATIVES, SAYS GOVERNOR 


Central bank scorns EU criticisms 


By Christopher Adas, 

Economics Stiff 


Eddie George, governor of 
the Bank of England yester- 
day delivered a stinging 
attack on continental 
Europe's left-leaning politi- 
cians, dismissing calls tlsat 
monetary policy should be 
co-ordinated to promote eco- 
nomic growth and job cre- 
ation. 

In a blunt address to busi- 
ness leaders last night, the 
governor rejected criticism 
that the UK central bank's 

focus on Inflation was too 
narrow. “You bear this com- 
plaint not just In this coun- 


try but increasingly these 
days in continental Europe. I 
roust say it leaves me totally 
bemused.” 

Mr George said the criti- 
cism implied growth and 
price stability were alterna- 
tives. between which there 
could be a trade-off. "What it 
suggests is you can have one 
if you're prepared to have a 
bit less of the other. I 
thought the debate had 
advanced beyond that 
point ... In anything other 
than the short term you 
can't have one without the 
other.” 

The governor said previ- 
ous attempts to Increase 


growth by pumping up 
demand had already resulted 
in Inflationary booms and 
subsequent busts. “What we, 
and the Bundesbank, and 
the European Central Bank 
in future, have to do is to 
keep overall demand grow- 
ing broadly in balance with 
the underlying supply-side 
capacity of the economy, 
aiming to dampen rather 
than aggravate the economic 
cycle." 

Mr George gave no assur- 
ances that interest rates 
would be cut further. 
Instead, be said the Bank 
would be quick to tighten 
monetary policy if Inflation 


looked like persistently over- 
shooting the official target 

His comments coincided 
with evidence of a sodden 
contraction in consumer 
credit growth. The British 
Bankers' Association said 
consumer credit increased 
just swam (9806m) in Octo- 
ber, almost the smallest 
monthly rise this year. The 
figures were consistent with 
a sudden, sharp decline In 
discretionary spending that 
helped push retail sales 
down last month. 

However, the association 
said it was too early to con- 
clude that credit growth was 
about to undergo a sustained 


contraction. Total sterling 
lending to the private sector, 
meanwhile, rose by a season- 
ally adjusted ESJHbn, com- 
pared with SUBSbn. in Sep- 
tember. Broad money 
supply, meanwhile, contin- 
ued to rise, although at a 
more moderate rata 
• The Cornwall, South 
Yorkshire, West Wales and 
Merseyside regions of 
England look set to share 
several billion pounds of 
European Union funding in 
the first hall of the nest 
decade after analysis showed 

their wealth per capita was 
well below average, Michael 
Smith writes in Brussels. 


However, two other BE 
regions, the Highlands **wf 

Islands of Scotland and 
Northern Ireland - both of 
which receive “objective 
one” regional aid funds 
tttidet existing arrangements 

- could receive less money 
from 2000 onwards. 

Under a blueprint for EU 
spending reforms put for- 
ward fay -the European Com- 
mission, the EtTs executive, 
regions will only qualify /or 
“objective one” funds - the 
biggest Slice of regional aid 

- if their gross domestic 
product per capita is 75 per 
cent or less than the EU 
average over three years.. 


Conservatives firm on European elections 


By Uam Hafltgan 
and George Parker 


William Hague, leader of the 
opposition Conservative 
party, yesterday threatened 
to disrupt the government’s 
legislative programme for 
the coming year by pursuing 
his campaign to obstruct 
voting reform for elections 
to the European parliament 
in June 1999. 

Tony Blair, the prime min- 


ister, warned that Conserva- 
tive intransigence meant 
next June's elections would 
almost certainly be fought 
under the current first-past- 
the-post system in which the 
candidate with the largest 
number of votes wins even if 
that Is a minority of the 
votes cast "If they play that 
game we have got to go back 
to the old system," Mr Blair 
said. 

Mr Hague Intends to use 


guerrilla tactics to frustrate 
government plans to force 
through the bill in the new 
parliamentary session, with 
the help of the rarely used 
1949 Parliament Act. The 
ostensible argument is over 
whether voters should be 
able to vote for named indi- 
vidual candidates, as 
demanded by the Conserva- 
tives, rather than being 
obliged to opt for a faceless 
party. 


Conservative peers In the 
House of Lords - the un- 
elected upper chamber of 
parliament - and MPs 
warned that they would 
delay the discussion of other 
important government legis- 
lation rather than pass the 
measure. This could be dam- 
aging to the government, 
which plans a substantial 
legislative programme 
including health and justice 
reforms. 


The European Parliamen- 
tary Elections HOI was lost 
on Wednesday, having been 
rejected five times in succes- 
sion fay the Conservative- 
dominated House of Lords. 
Under pressure from the 
opposition liberal Democrat 
party, ministers said the 
measure would be forced 
through parliament in the 
new session, using the Par- 
liament Acts to override the 
upper house. The Liberal 


Democrats strongly support 
proportional representation. 

Mr Blair’s staff said last 
night that Conservative 
wrecking tactics could pre- 
vent the bill from becoming 
law in time for the new vot- 
ing system to be introduced 
for the June elections. “If 
the opposition wants to frus- 
trate the government on 
tTita t they can." TV bill lias 
to beoorne law by mid Janu- 
ary. 



City of London 
prepares for rapid 

on euro 





“As part of Lucent Technologies, 

I’m helping to take communications 


in Europe to new heights’. 

Jan Neuteboom. Manager. Software Development 

I love the feeling of freedom when I fly. Its like the 
freedom I have at Lucent Technologies to find a better 
communications solution. 

That's how my team of high-flyers developed a countrywide 
networked messaging system to service all the Netherlands. 

And it's why Lucent solutions — from voice and data networking to 
internet call center applications and wireless — are transforming 
communicah'ons throughout Europe. 

Whatever the future brings will probably come from Lucent 
Technologies too. After all, over the past 128 years Bell Labs, 
our R&D division, has developed innovations that include 
the transistor, laser and cellular technology, even the 
communications satellite. And eight of our scientists have been 
awarded the Nobel Prize - a legacy of innovation that continues with 
3 new patents every working day. 




Who's responsible for this record of achievement? 
Consider that I have 15,000 colleagues working at 
Lucent across Europe - and 120,000 worldwide. 
Each of us is aiming to make the breakthrough 
that takes communications to a new level. That's 
why I know Lucent will change the way you 
communicate. Get ready fbr take off! 


Lucmt technologies 


Teh +44 7000 LUCENT 
+44 7000 582 368 
wwvthiceTrt.com 
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We make the things that make communications work™ 


From extra trains to 
fresh food, London 
will adopt a military 
stance fbr the euro 
conversion, George 
Graham reports 

B anks anil Other i&StitU* 
tioos in the City or Lon- 
don have been planning 
with military precision for 
euro-weekend, at the end of 
nort- month, when they will 

convert their balances and 
portfolios. 

The conversion weekend 
runs from Thursday Decem- 
ber 31 — when most London 
markets will be closed but 
payment and settlement 
systems- will still be running 
— through to the start of 
trading on Monday January 
4. 

That cmirtrig enough time 
to convert cash balances 
from currencies such as the 
D-mark into euros, to reden- 
ominate government bonds 
and other securities, and to 
adjust computer systems in 
readiness for the new cur- 
rency. 

In practice, however, inter- 
national hantea will have a 
much narrower window. 
Many of them will lose five 
hours at the start because 
they wffl not be able to shut 
down their systems until 
New York has closed on 
December 3L On January 4. 
meanwhile, they must be 
ready in time for the open- 
ing of markets in Australia, 
ten hours of London. 

That TTiPHTta everything 
must ran like clockwork, so 
the City is taking extra pre- 
cautions to make sure every- 
one can get to work on time. 
Most restaurants in the City 
will be closed during the 
public holiday. 

“We will be laying on 
three meals a day for staff 
who are working over the 
New Year conversion week- 
end," said Jeremy Smith, 
who is handling the prepara- 
tions at Bankers Trust, the 
US-owned bank. “We believe 
that if people are giving up 
their time, we need to look 
after them. It’s not caviar on 
the menu, but it is boeuf 
bourgulgnon.” 

Staff at Goldman Sachs, 
the investment bank, were 
worried to discover at their 
last Emu rehearsal that they 
were being fed with Marks & 
Spencer pre-cooked meals. 
The bank has assured them 
this was because the kitch- 


ens in its new building were 
not yet ready, "all wifi he 
well" by the end of the year. 

Morgan Stanley, whose 
offices at Canary .Wharf, in 
London's Docklands, are 
even more deserted than the ■ 
City outside conventional 
business hours, will have its 
staff restaurant open for four 
mfrais a day, including a late 

night snack. Bankers Trust 
is expecting to have between 
650 and 700 people working 
at some point over the con- 
version weekend, and a total 
of 1.500 to 2JU0 in financial, 
centres in other countries. E r 

Salomon Smith Barney. ' 
the investment banking sub- 
sidiary of the Citigroup 
financial conglomerate, will 
have about 500 people work- 
ing, but is better placed than 
some of its competitors, 
because its offices are in the 
Victoria district of London, 
less of a dead zone than the 
City over a holiday weekend. 


M 


ost railway lines will 
operate at least a reg- 
ular weekend service 
over the New Year holiday, 
but the Corporation of Lon- 
don, the City's municipal 
authority, has paid London. . 
Underground to open the 
short line connecting Water- 
loo station to the Bank 
Underground station in therf 
City. The line would nor-^ 
mally have closed for the 
weekend. Many parking 
restrictions will be 
suspended until January 2. 

That is not enough com- 
fort for some banks, how- 
ever. Many are so worried 
that key staff might not be 
able to get in, that they have 
booked hotel rooms. 

Mr Smith of Bankers Trust 
says he has booked 150 
rooms in central London 
hotels. "In case of bad 
weather, we would very 
much like people not to get 
stuck in a snowdrift." 

Merrill Lynch, however, 
expects its operations staff 
to be made of sterner stuff. 
"We will have some camp 
beds on the floor,” one Mer- 
rill banker said. 

One burning questi«r 
remains: will staff be 
allowed to see the New Year 
in with a glass of cham- 
pagne, or will the bubbles 
have to wait until the; are 
sure the euro conversion has 
been completed successfully? 

In some banks, the issue has 
gone to board level, and 
answers are urgently 
awaited. 
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Trains in Tokyo 
‘keep better time 


By Cbaries Batchelor, 

Transport Correspondent 

In London, 85 per cent of 
Underground trains arrive 
within five minutes of sched- 
ule while in Tokyo 98 per 
cent arrive within one min- 
ute. according to a report 
yesterday by the London 
Research Centre and its 
counterparts in Tokyo, Paris 
and New York. 

London must malt* a. seri- 
ous effort to Improve the 
punctuality of the Under- 
ground system and its 
regional rail network to 
reach the best international 
level, the centre said. 

The study, believed to be 
thfi first to compare tbs four 
cities, coincides with a 
review by the UK govern- 
ment of ways to attract pri- 
vate capital to help fund the 
Underground. 

London is better than pj ew 
York where only 80 per cent 
of Subway trains arrive 
within five minutes but the 
P^tuailty of regional rail 
services into London is the 
Poorest of the four cities. 

The excellent levels' of 
Punctuality and reliability 0 f 
tile Tokyo rail network are 
combined' with high fre- 


quency of both peak and off- 
peak services, the study 
says. There are, however, 
high levels of overcrowding 
with rail staff physically 
pushing commuters on to 
packed tr ains 

London has the largest 
number of railway stations 
and a bus network which 
offers most residents of 
Greater London a service 
within five minutes of home 
or the workplace. London is 
the second most expensive 
city for public transport 
after New York. " 

Paris has the densest 
underground railway net- 
work and although peak ser- 
vices are very frequent they 
are often hit by strikes. A 
levy on business used to 
finance transport makes 
Paris the cheapest city ofitha _ 
four. 

The New York Subway 

operates a 24-hour service. : 
and has the highest number 
of trains per day.- But its 
punctuality rate is poor. - 

On London, the report 
says: "Given the age of the 
Underground system; oo&sid* 
erable investment is needed 
in renewals aw! modernist' 
tion even to tbo 

current level of service* ■ 
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Bourgeois is the 

revered eminence 

But h£ ^temporary art 
granny in Cold 
22?*; she Is forever 
J^^gusihatsomethmg 
fcappened in the wood 
2? 1 For more than 40 
ns- the New York-based 
**» been chatting up 
W^miserable Childhood and 

Vr!?^ ft in visceral works 
inat.iBeh of sexual tra uma. 

Judging by the survey 
W.mt recent sculpture now 
- “ “e Serpentine Gallery, In 
at the grand age of 
, ■„• 87, she shows no sign of 
. V y^nging course, 
v : You have to admire her 
, ^^fality: old enough to be a 
J^eat-grandmother to the 
girls” of 1990s art, 

ffiburgeois stm manages to 
' Wp e feverishly obsessed by 
^gjex. Not expressions of joy- 
^pbl passion, mind you, but 
S&yjTlolant and macabre erotism. 
vfOne of the stronger works at 
fihe Serpentine features a 
^fair of headless figures 
n. ocked in a deathly embrace 
* and trapped in a vrtrme. 

Made from padded black 
fabric, their crude, interlock- 
[ tog forms suggest a MObius 
I strip of desire and frustra- 
I tion - an alienated rapport 
ft underscored by the knee 
I brace on one figure and the 
harmlessly Ump male mem- 
ber on the other. 

Not content with simply 
presenting perverse scenar- 
ios, Bourgeois wryly impli- 
cates the spectator as a voy- 
eur. Encountering sculp- 
tures in which used clothing 
hangs from steel poles, we 
find ourselves gazing up 
women’s undergarments and 
skirts. To view a room-sized 
installation, we have to peer 
through the dust-smeared 
^bodndows of old doors. Never 
-Vnown for her discrete 
charms. La Bourgeois con- 
stantly reminds us that 
looking at art is merely a 
refined and sublimated ver- 
sion of peeping. 

Her recent fabric and 
clothing sculptures, how- 
ever, evoke ghostly remains 
rather than warm bodies. 
Mixing the aesthetics of the 
atelier and the abattoir, 
Bourgeois fashions home- 
made voodoo-dolls and sau- 
sage-like limbs that dangle 
from sadistic steel hooks, or 
in one piece, cattle bones. In 
a number of stuffed garment 
pieces, arm and neck holes 
are sewn up with sloppy 
stitches that call to mind 
Frankenstein sutures; the 
resulting lumpy forms evoke 
£*' work of an eccentric 
botcher. 

Bourgeois’s use of clothing 
has less to do with the art 
world's fashionable interest 
in fashion than it does with 
her ongoing examination of 
her personal history. The 
daughter of Parisian tapes- 
try restorers, she engages 
motifs of sewing and weav- 
ing to revisit the anguish of 
an early family life marked 
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‘Spider IV 1996, steel, waft raBefc a grotesque and spooky majesty by Louise Bourgeois 
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Ghosts better laid to rest 


Ralph Rugoff considers the macabre erotism found in the 
installations of an 87-year-old master ultimately banal 


by her father’s love affair 
with her tutor and her own 
adolescent suicide attempt. 
Th anks to her public com- 
mentary over the last four 
decades, it has become the 
most famous unhappy child- 
hood in 20th century art. 

It is also possibly the key 
reason for Bourgeois's resur- 
gent popularity. In the 1960s 
and 1970s, the New York art- 
ist was out of sync with the 
cooler prevailing trends. But 
in the 1980s, her view of art- 
as-therapy struck a chord 
with a generation obsessed 
with healing their Inner 
Child. And Bourgeois, who 
says she identifies with Bal- 
zac's Eugenie Grandet 
because she was never given 
a chance to grow up; became 
the art world's favourite 
neurotic. 

Both of her large installa- 
tions at the Serpentine 
evoke the troubled domestic- 
ity of her youth. In one, an 
enormous bronze spider over 
six metres high sits astride a 


cylindrical steel-mesh cage 
as if guarding its nest 
Worn tapestry fragments 
and an abandoned armchair 
decorate the stark enclosure, 
and a door has been left ajar, 
suggesting the former occu- 
pant has flown the coop. 

The artist’s 
confrontational 


impulse appears 
to have 
flattened out 


On an adjacent wall a 
“baby” spider - the one-time 
prisoner? - appears to be 
climbing towards the ceiling. 

Bourgeois’s spiders ema- 
nate a grotesque and spooky 
majesty, but the installation 
as a whole is marred by vari- 
ous “poetical" items, includ- 
ing a broken pocket watch, 


an empty perfume bottle, 
and bits of bones, which 
adorn the cage. These trin- 
kets may hold great personal 
meaning for the artist, but 
as an artistic vocabulary 
such corny emblems of mor- 
tality and loss were long ago 
exhausted, and their sappy 
presence undermines the 
work's imposing physical] ty. 

Sentimental symbolism 
also afflicts “Cell f Clothes)”, 
one of a series of room-like 
installations which the artist 
has been making sines the 
early 1990s. 

A collection of dowdy gar- 
ments. some hanging freely 
and others stuffed to resem- 
ble female body parts, 
occupy a circular room 
formed by a wall of linked 
doors. Predictably; the 
antique clothes evince a des- 
olate alienation. The effect is 
so uniform you wonder if it 
wasn't applied with aerosol 
spray. One longs in vain for 
a touch of the acid humour 
which animated Edward 


Eienholz’s morbidly theatri- 
cal installations; instead, 
Bourgeois's hothouse of fro- 
zen memories settles for 
gloomy preciousness. 

Which is a shame, because 
buried in the installation are 
engaging objects which 
would be better off standing 
alone, including an orgiastic 
tangle of stocking-ed limbs 
collapsed across a stool Hie 
subject is almost identical to 
Sarah Lucas's “Bunny r, a 
major work in last year's 
Sensation exhibition, blit the 
older artist's fetish is subtler 
and far more compe lling: 

As a rule, Bourgeois Is at 
her best when 'she keeps it 
simple. 

Perhaps an awareness of 
this led the Serpentine to 
limit the number of works in 
..the exhibition (when it 
- premiered In Bordeaux last 
spring, the show included 
more than 20 additional 
sculptures and dozens of 
drawings). The result is a 
handsome, honed-down 
installation which takes 
advantage of the museum's 
Intimate galleries, and gives 


each work plenty of breath- 
ing room. 

Yet even in this abbrevi- 
ated version there Is repeti- 
tion. From early in her 
career. Bourgeois has 
claimed that she forges her 
work out of pain, and that 
art guarantees sanity. For 
this, she has been widely cel- 
ebrated. But she has exor- 
cised her childhood demons 
for so long, they have 
become encrusted with nos- 
talgia. As evidenced by her 
work at the Serpentine, the 
artist's much-admired con- 
frontational impulse appears 
to have flattened, out, and 
rather than recombining 
anatomical forms in ways 
that confound, startle and 
intrigue, her sculptures fol- 
low a familiar formula. 

What haimtg this show in 
the' end are nof~ 
memories of her unhappy- 
youth, but the whimpering 
spectre of banality. 

At the Serpentine Gallery, Lon- 
don W2, until January 10. 
Sponsored by BMW Financial 
Sendees Group. 


Little Malcolm and tiis struggle 
against ibe eunuchs 
Hampstead Theatre, London MW3 

— , I,, , 

At the little Unity Theatre in 
1965, young David Halli- 
well's Little Malcolm and Ms 
struggle against the eunuchs 
matte a notable splash, with 
himself playing Malcolm and 
Mike Leigh as director. Since 
then, Halliwell has written 

at least 35 more plays. 

Not many people know 
that - though many of his 
later titles are even more 
succulent: A Last Belch for 
the Great Auk, Janitress 
Thrilled by Prehensile Penis, 
The Freckled Bum. Every- 
one, however, knows about 
the film star Ewan McGre- 
gor, and London’s newspa- 
per-readers have recently 
learned that his unde is that 
very dever, under-used actor 
Denis Lawson - because 
Denis has directed Ewan's 
return to the stage in Little 
Malcolm, at the Hampstead 
Theatre. 

I don’t know which of 
them chose this cruelly 
dated play. Perhaps Lawson 
recalled the original produc- 
tion that provoked such 
trendy acclaim before 
McGregor was born and 
thought it a good vehicle for 
his nephew. But it isn’t; nor, 

I think, oould it he for any- 
one now. Little Malcolm is 
an Incoherent thing. 

With a sincere Imaginative 
effort, one can just about see 
what its attractions might 
have been in 1965. A new 
“angry young man”; a hos- 
tile cartoon of radical-stu- 
dent politics, and a comfort- 
ing deflation of their 
pretensions; lots or the 
newly fashionable mono- 
logues, strenuously acted 
out, or comically strangu- 
lated, laced with rapid- 
fire exchanges in choral 
style, voice upon voice upon 
voice. 

; Now, Little Malcolm seems 
a virtual museum. Though 
Lawson has directed it wfflb 
actorly sympathy and ter - 
rific pace, its parts fall apart 
■Rob HoweH^s handsomely 
naturalistic set (a warehouse 
, “studio” in- Huddersfield) 

; would be an asset to any 
serious play - or comedy - 
"'about frustrated 
dents; but here it keeps - 
reminding us that the stage 
action is 1 unnaturally 
unlikely, even downright 
silly. 

Malcolm begins promis- 
ingly, with McGregor speak- 
ing his muddled thoughts 


from under a chilly bed- 
spread. His first visitor and 
co-conspirator Ingham 
(Nicholas Tennant, very 
funny) arrives to do the first 
of his ludicrously inarticu- 
late monologues; then the 
faithful Wick Woe Duttine) 
joins them, alight with sub- 
servient passion; and later 
Nipple (Sean Gilder) arrives, 
a sad sack of over-literate 
sexual fantasies. 

They all identify witii Mal- 
colm '5 problem, which is 
that he Just been ejected 
from their art course on 
account of tardiness and tal- 
entlessness. His new ambi- 
tion, which soon becomes 
grandly anarchical megalo- 
maniac and crypto- Fascist, is 
to see off the hostile princi- 
pal of Huddersfield Tech. 
Meanwhile, we learn that his 
real obsession is with Ann. 
another student, but he is 
too cravenly shy to do any- 
thing about it. 

Somewhere around there, 
we start to realise that we 
don't believe an# of this 
stuff: neither the “political” 
ranting nor the crazy cam- 
paign, nor the characters 
and their passions. We can 
admire the actors' efforts, 
but they take us nowhere. 
When an ugly incident at 
last brings Malcolm and his 
cohorts to reflect and repent, 
the other three chums turn 
abruptly grown-up and rea- 
sonable; Malcolm is left 
squashed and benighted. 

Those twists are at once 
more predictable and more 
incredible than the original 
situation, as well as more 
patronising. McGregor is in 
the same boat as his more 
stage- wise colleagues - up a 
river without a decent ped- 
dle. One's sympathies go out 
to all these excellent people, 
including Lou Gish's prag- 
matic, abrasive Ann, but my 
advice is: avoid, avoid! 
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A splendid racket worth shouting about 
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CLEMENT CRISP 

Stomp 

Roundhouse, London RW3 

Stomp Is back in London, 
playing at the Roundhouse 
until Christmas - which is 
all the news that its aficiona- 
dos win need to know. For 
devotees outside the metrop- 
olis, a regional tour win fol- 
low. For newcomers, let me 
say that this is a show about 
rhythm - rhythm banged. 


slapped, stamped, kicked, 
drummed and cajoled from 
everything and anything, 
from plastic bags to dust- 
bins, from oil-cans and tea- 
chests,- from brooms and 
matchboxes, up to and 
including the kitchen sink. 

Eight performers - two 
females, six men at Wednes- 
day night’s opening perfor- 
mance - make noises, from 
triple forte to the most dul- 
cet pianissimo and, of 
course, follow the old song 
and say I got rhythm (though 
not a word is spoken all 


night). It is nine different 
sorts of cliche to point out 
that the pulse of our bodies, 
of our universe, is rhythmic 
and that most of us respond 
to a drum beat. Stamp’s 
clever trick is to explore this 
on terms very direct and 
very cunning. 

The cast are dressed as for 
manual labour of the most 
basic kind - in that faux- 
chic of dungarees and 
clunky boots that is so much 
part of yoof culture - and 
have a determinedly demotic 
air. Luke Cresswell appears. 


armed with a broom, to 
sweep the stage, and to start 
a rhythmic pattern thereby. 
The other members of the 
cast soon join in and we (and 
the entire auditorium) seem 
suddenly caught in this web 
of beats and cross-beats, of 
an interplay of footfall and 
broom-swish, of the patter 
and rattle of handles and 
broom-heads. 

The rest follows insidi- 
ously, irresistibly, and in a 
manner that is honed to per- 
fection. (Who would have 
thought that the Zippo ligh- 


ter was a musical instru- 
ment, or that wooden poles 
were actually a carillon?) 
The extra trick Stomp plays 
is that, despite having per- 
formed these games and rou- 
tines for years, the freshness 
and intoxication of the 
rhythms and the sometimes 
musical wit of the perfor- 
mance has not been dulled. 

It is a contagious evening, 
with its moments of slyness 
(the show's clown. In a sui- 
cide's beret and spectacles, 
is funny, stylish, a master in 
timing) and with effects 


gauged and presented with 
absolutely sore theatrical 
sense. And yet it never loses 
its seeming spontaneity: it 
has something of the impro- 
visatory thrill of the best fla- 
menco (and offers a zapate- 
ado done by feet and 
broom-handle). And the beat 
never loses its hold on us, 
however complex - and 
some of the patterns are 
markedly subtle. 

Fascinating to see that 
Cresswell can still make an 
audience understand, within 
30 seconds, that they most 


echo his handclaps: we clap 
in reply to Wm as if we had 
been doing It all our lives - 
and love the jokes he pulls 
on os. too. The programme, 
which runs for nearly two 
hours without an interval, 
has ennngh inner variety not 
to pall though certain num- 
bers make the basic idea of 
hitting the beat less than 
fresh. There is, though, an 
appreciable sense of progress 
to events, which whets our 
anticipatory appetites. That 
batterie de cuisine of wheels 
and hubcaps and unguess- 


able metal detritus that 
forms the back-drop is not 
there for nothing! 

Sure enough, the chaps 
clamber up and start the 
most splendid racket, and 
later on, dustbins and dust- 
bin lids and oil-drums are 
part of an intoxication of din 
and duelling and drumming 
that reaches deep into our 
child-like delight in making 
noise. (“If you don’t stop 
that banging. I’ll come and 
bang you!”). 

It is, I suppose, for the 
child in us all. But I would 
warn parents that if they 
take the tots (who will love 
it!) life at home is going to 
be even more reverberant 
than it is now. 
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ADELAIDE 




State Opens of South Australia 
The Ring: first cycle of Ws&Ws 
opera. Staged by Pierre Strosser 
and conducted by Jeffrey Tate, 
this p erfo rmance of The Ring is 
the first in Austria since 1913; 
to Nov 24 

AMSTERDAM 


tMMriandi Optra, H* 

Muzwktheotsr 

Tel: 31-20-551 8911 
The Rake's Progress: by 
Stravinsky. Conducted by 
Reinbert de Leeuw in a staging 
by Peter Sellars. Cast includes 
Donald McIntyre; Nov 20, 23 

CHICAGO 

CONCERTS 
Orc h e s tra Han 
Tel: 1-312-294-3000 
www.chkagosymphonyjxg 
Chicago Symphony Orchestra: 
conducted by Rlccardo Chany In 
works by Mahler and 
Mendelssohn. With 


mezzo-soprano Petra Lang and 
baritone Simon Keenlyside; 

Nov 20, 21,22,24 

OPERA 

Lyric Opera of Chicago 
ref: 1-312-332 2 244 
www.tyricopera.org 
Ariadne auf Naxos: by R. 

Strauss. New production by John 
Cox, conducted by Robert 
Spano. Cast includes Deborah 
Voigt and Susan Graham; 

Nov 21,24 

EDINBURGH 


Ecfinburgti Festival Theatre 

Teh 44-131-529 6000 

• Scottish Opera: Tristan und 
Isolde. by Wagner, In a 
production toy Yarns Kokkos. 
{ gre eted here by Peter Watson 
and conducted by Richard 
Armstrong. Cast includes Jeffrey 
Lawton and Eva-Maria 
Bundschir; Nov 21 

• The Magic Flute: by Mozart 
Scottish Opera production by 
Martin Duncan, conducted by 
Richard Fames; Nov 20 

HELSINKI 

DANCE 

Finnish National Ballet 
Tel: 356-9-403 021 
Gisefle: staging by Sylvie 
Guillem. With sets and costumes 
by Ramdn B Ivars. Conducted by 
David Garfoth; Nov 20, 24 

HUDDERSFIELD 

CONCERTS 

Huddersfield Contemporary 


Music Festival 
Tel: 44-1484-430 528 

• BBC Scottish Symphony 
Or chestra : conducted by Tan 
Dun in the UK premiere of his 
opera Marco Polo, Concert 
performance, with the Chorus of 
the Royal Scottish Academy of 
Music and Drama; Town Hall; 

Nov 22 

• London Sinfonletta: 
conducted by Elgar Howarth in 
works by Simon Holt, Luis de 
Pablo and Eliott Carter. With 
clarinet soloist Michael Collins; St 
Paul's Halt Nov 20 


DANCE 

Huddersfield Contemporary 
Music Festival 
Teh 44-1484-430 528 
Jonathan Burrows Group: three 
dancers perform new work 
drawing on music and Ideas by 
Matteo Fargion, Tom Johnson 
and Kevin Votans; Lawrence 
Batiey Theatre; Nov 24 

OPERA 

Huddersfield Con t emporary 
Music Festival 

Teh 44-1484-430 528 
Opera North: The Nightingale's to 
Blame. World premiere of a new 
opera by Simon Holt, based on a 
play by Lorca, translated by 
David Johnston. The conductor 
is Nicholas Kok and the staging 
is by Martin Duncan; Lawrence 
Batiey Theatre; Nov 21, 22 

LONDON 

EXHIBITION 

Royal Academy of Arts 

Tel: 44-171-300 8000 


The Au Bak Ling Collection: 100 
Masterpieces of Imperial Chinese 
Ceramics, 12th to 18th 
Centuries. Includes works from 
tite Song, Yuan, Ming and Cling 
dynasties, which together provide 
a remarkable overview of the 
finest Chinese porcelains ever 
made; to Dec 20 


English National Opera, 

London Coliseum 
Tel: 44-171-632 8300 
Boris Godunov: by Mussorgsky. 
Conducted by Paul Daniel in a 
new staging by Francesca 
ZambeBo. John Tomlinson sings 
tire title role; Nov 20, 24 

MANCHESTER 

CONCERT 
Bridgewater HaU 
Tel: 44-161-907 9000 
Vienna Boys Choir: 500th 
anniversary concert, featuring 
works by Mozart, Schubert, 
Mendelsohn and Brahms; 

Nov 20 

MARTIGNY 

EXHIBITIONS 

Fondation Pierre Granadda 
www.gianadda. chrmdexjttml 
Paul Gauguin retrospective: 
organised to mark the gallery's 
20th anniversary. More than 100 
works have been borrowed from 
public and private collections 
from around the worid; to Nov 22 


MILAN 

EXHIBITIONS 
P ln aco t eca efi Brera 


La Dama con I'Ermellino: 
Leonardo da Vkici's 1489 portrait 
of the young mistress of 
Ludovico il Moro travels to Italy 
for the first time since 1 800, 
when it was purchased by foe 
Polish Prince Czartoryski; 
to Dec 13 

MUNICH 


PhHharmonie Gastelg 
Tel: 49-89-5481 8181 
Munich PhHharmonie Orchestra: 
conducted by Zubin Mehta in 
works by Liszt, Beethoven and 
Berlioz. With piano soloist Radu 
Lupu; Nov 21, 23, 24 

NEW YORK 


Avery Fisher Hall, Lincoln 
Center 

Teh 1-212-875 5030 
www.BnootoGenter.ofg 
New York PhHharmonie: 
conducted by Christian 
Thielemann In works by W. 
Schuman and R. Strauss. With 
cello soloist Cater Bray; Nov 20, 
Nov 21 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.meeopera.org 

• Le Nozze di Figaro: by 
Mozart. New staging by Jonathan 
Miller, with designs by Peter 
Davison. The cast is headed by 
FeJicrty Lott, Cecilia Bartolf aid 
Bryn Terfel, and the conductor is 
James Levine; Nov 21 

• Tosca: by Puccini. Neilo Santi 


conducts and the cast includes 
Maria Guleghina and Richard 
Leech; Nov 20 

PARIS 


Salle Pleyel 
Tel: 33-1-4561 6589 
Orchestra de Paris: conducted 
by Frans Bruggen in works by 
Schumann and Mendelssohn. 
With vtofai soloist 
Thomas Zahetmar; Nov 
25,26 

OPERA 

Opdra National de Parts, Optra 


Tel: 33-1-4473 1300 
www.opera-de-paris.fr 
The Merry Widow: by Franz 
Leh&r. Conducted by Amvn 
Jordan and with a cast Indudng 
Frederica von Stade and Hakan 
Hagegard; Nov 21, 23 

SAN FRANCISCO 

CONCERTS 
Davies Symphony HaO 
Teh 1-415-064 0000 
vrwwMsympharty.org 
San Francisco Symphony 
Orchestra: conducted by Herbert 
Btomstedt In works by Britten, 
Beethoven and Hindemith, with 
violin soloist Frank Peter 
Zlmmermann; Nov 20, 21 

■ 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 

wvmstopere.com 

Norma: by Bellini- Conducted by 

Patrick Summers in a staging by 


Andrew Sinclair. The tide role is 
sung by Card Vaness; Nov 21, 
Nov 24 


WASHINGTON 

OPERA 

Washington Opera, Kennedy 
Center 

Tel: 1-202-295 2400 
www.dc-opera.org 
Fedora: by Giordano. Conducted 
by Roberto Abbado in a 
production by Lamberto PuggeJH, 
drected here by David Edwards. 
The cast is led by Mirella Freni 
and Placido Domingo; Nov 20 

■ TV AND RADIO 

• WORLD SERVICE 

BBC Worid Service radio for 
Europe can be received In 

western Europe on median wave 

648 kHZ (463m) 

EUROPEAN CABLE AND 

SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

52 Moneyline with Lou Dobbs 
13 - 30 : Business Asia 

gSSSSSSS; 

ISioi 113R 11:32: 12:20: 13 *0; 

AtMgO Tanya Beckett of fttv 
B ve from UFFE as the 
London market opens. 
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PHILJP STEPHENS 


Divided alliance 

The stand-off with Saddam Hussein highlighted 
divisions between the US and Europe over Nato’s role 


We can laud or lament the 
fracturing of the coalition 
against Saddam Hussein. 
There will be another 
Opportunity soon enough to 
debate the merits of 
bombing Iraq. But wherever 
one stands on how best to 
treat with Baghdad, recent 
events have exposed a 
disturbing truth. The 
isolation of the US and 
Britain in their willingness 
to go to war against Iraq 
attests to a deeper disarray 
in the western alliance. 

Ever since the Wall came 
down we bave been assured 
that the US and Europe were 
crafting a new transatlantic 
security system. The 
rhetoric has it that Nato 
may have been robbed of its 
Soviet adversary, but it is 
still a vital guarantor or the 
west's security. It is 
reinventing itself in a world 
in which Soviet missiles 
have been replaced by new 
threats from resurgent 
nationalism, rapacious 
tyrants a~nd the proliferation 
of weapons of mass 
destruction. This new 
"strategic concept” would be 
unveiled next April at the 
celebrations in Washington 
of Nato's 50th anniversary. 

The reality turns up an 
alliance profoundly divided 
as to its strategic purpose. 

Its Anglo-Saxon axis rests on 
an impulse for action. Bill 
Clinton and Tony Blair alike 
see the capacity to project 
force beyond Nato's frontiers 
as the sine qua non of 
effective security. In the 
words of one senior US 
administration figure after 
the bombers turned back 
from Baghdad, the two 
leaders' common cause 
against Mr Saddam had been 
“as close as is conceivable". 

Elsewhere in Nato we see 
resentment and frustration. 
The resentment, and it is not 
confined to France, speaks 
against US hegemony of the 
aTlianra* The frustration 


reflects a lack of will and of 
means to challenge the 
status quo - and directs 
itself towards a British 
prime minister who speaks 
of his ambition to build a 
new European defence 

identify and yet never once 

wavers in his loyalty to 
Washington. 

It will be some time yet 
before the full story of 
events last weekend is told. 
Suffice it to say that had the 
cruise missiles and bombs 
rained down on Iraq, the 
rupture within Nato might 
have been as serious as any 
since De Gaulle expelled that 
organisation from Paris. 

Reaction across 
continental Europe would 
bave ranged from the 
outright hostility of France 
to dismay in Italy and, 
perhaps, reluctant 
acquiescence in Germany. 
The Europeans, though, are 
not alone in their 
resentments. I have the 
strong impression that some 
senior US officials consider 
that for all its firm 
opposition to the use of force 
against Mr Saddam, Russia 
played a straighter game 
during the crisis than one or 
two of Washington's 
European allies. 

Yet neither side, 
Anglo-Saxons or continental 
Europeans (and we should 
recognise this latter 
grouping is not 
homogeneous) will admit 
that these deep currents of 
discord have wider 
implications for the future of 
Nato. Iraq, some will say, is 
a special case. There is a 
genuine difference of opinion 
with Messrs Clinton and 
Blair about the most 
effective way of containing 
the Baghdad regime. And 
history and geography (we 
might also add commerce) 
dictate that opinion in, say, 
Paris and Rome, is mare 
sensitive to the mood in the 
wider Arab world. 


Look, these optimists 
continue, at the way the 16 
Nato countries acted in 
unignn only two months ago 

to avert a humanitarian 
crisis in Kosovo. And is not 
the alliance still keeping the 
peace in Bosnia? 

These pleas in mitigation 
are accompanied by the list 
of initiatives Nato has taken 
to expand its influence and 
its remit Tim alliance is 
enlarging to the east 
Poland, Hungary and the 
Czech Republic will be be 
admitted as members at the 
■ Washington meeting. The 
Partnership for Peace 
: programme has created a 
dialogue with more than two 
dozen neutral and former 
Warsaw Pact nations. A 
, “Founding Act" signed with 
Russia has given Moscow a 
voice, though not a veto, in 
Nato. And in Berlin two 
years ago, it was agreed 
that wherever possible, 
governments would pursue 
common security objectives 
through the alliance. 

But there lies the rub. 
There is scant agreement on 
what these objectives are - 
and even less on the division 
of responsibility between the 
US and its European allies. 
The former communist 
states aside (and there is 
ample disagreement about 
the rationale for 
enlargement) the Clinton 
administration wants to 
extend Nato's sphere of 
influence eastwards and 
southwards. In Madelatne 
Albright's words, it would 
become “a force for peace 
from the Middle East to 
Central Africa". 

Here, alarm bells ring in 
much of Europe. It is one 
thing to identify instability 
on the continent's southern 
and eastern flanks as a 
threat to western security. 
Quite another to suggest 
that Nato members should 
commit themselves to 
safeguarding Gulf oil 


supplies, to imposing order 
in the Caucasus, or 
responding to any perceived 
threat from Islamic 
fundamentalism in Algeria. 
Should not, on these terms, 
the alliance appoint itself 
guardian of the Middle East 
peace process? 

The change in Nato’s role 
from a defensive to an ) 
interventionist force this 
opens a second divide. 
Washington Insists that 
there are no external 
restraints on its freedom to 
act In spite of the recent 
precedent established in 
Kosovo, France, Italy, 
Germany and others are 
unpersuaded that the 
world’s most powerful 
military alliance can operate 

outside the wider 

international community. 

Behind such discord lies 
the deeper transatlantic 
suspicion. Europe says it 
wants an equal partnership, 
it is fed up with 
Washington's script It has 
its own strategic vision. 
Defence, it promises, will 
soon be wrapped Into the 
European Union’s common 
foreign and security policy. 
Yet the fine words are 
unmatched by hard cash. 
Europe preens itself as an 
economic superpower. It will 
not spend the money needed 
to become a military one. 

The ambivalence is 
mirrored in Washington. The 
Clinton administration says 
it wants Europe to stand on 
its own two feet to carry a 
fairer share of the security 
burden. Yet it throws up its 
hands in horror at the idea 
of a European caucus within 
Nato. That, after all, would 
challenge US leadership. 

As for Mr Blair, so far he 
has straddled the divide by 
framing his ambitions in the 
most general of terms. I am 
told that the US awaits with 
some eagerness a detailed 
exposition of how he 
reconciles a mare powerful 
European voice with 
Britain's traditional 
transatlantic loyalties. 

Nato diplomats assure us 
that these are all circles 
which can be squared. Even 
now they are crafting the 
ambiguous phrases which 
will lie at the heart of next 
April's communique. But 
they will not disguise the 
fact that having lost an 
empire Nato has so Ear foiled 
to find a role. In the 
meantime, Washington calls 
the shots. 


LETTERS TO THE EDITOR 


Challenge to UK’s progressive dividend 
convention draws a mixed response 


From Mr Kenneth R. Wade. the cash to investors. How- Japan 10 years ago.know the 

Sir, While I agree with the ever, companies that have scene - half their capital bled Aon : sharehoUting fo 

Lex column on “Dividend reached maturity arguably gone and no dividends to 

policy" (Novembers) that should be encouraged, to pur^ compensate, ■ ‘ ", ^tT^nntv a diki*** 

platitudinous references to sue progressive dividend pd- I note that Lex has also This and coSS!- 

progressive dividend policies ' ides that reward long-term invented a new theory of of jne top 

are poor substitutes for shareholders, serve to stabi- . shareholder value. The cur- M 

greater flexibility and trams' Use returns, and thus main- rent “sceptical" theory is 0 PP|kaWe 

parency, a general trend tain the risk premium for that boards cannot be ^ Mlntod |w^ 

away from dividends is not equities below that which trusted to invest their share- lyst friends po 


entirely to be welcomed. The must apply if returns can holders’ money and should w«. 

dividend stream is a stable only be obtained througbthe give it back. The new ^ 

source of return, allowing market. It is a ptty that the "gung-ho" theory preaches mitomotj > 

long-term investors to be rel- government does, hot take the opposite. Boards should the share pn 

ativaly relaxed in the fece of the same . view. invest up to the hilt leaving dfluuon. , 

a volatile market shareholders to whistle for But the “*?_• 1 

Over the past 80 years or Kenneth B. Wade, their dividends. Take yaw as intelligent U» 

so, the standard deviation of doctoral programme, choice. . “ 

equity capital returns has Manchester BusinessBchdol, down the Drs oayot m 

been around 2L5 times that of Booth Street West, Gerald Elliott, put brought nat 

equity income returns (BZW Manchester MIS 6FB, UK 8 Howe Street, previous price wiu 

Equity Gilt Study, 1997). ■ Edinburgh EH3 BTD, UK - week. ■ ■ ■ 

Over that time, dividends From Sir Gerald EOtott This seemed .to m e a t 

have tracked the growth in Sir, I find the arguments of From Mr Roland C. Shaw. ble way of demon^n 
gross domestic product rea- Lex (November 9) against Sir, The Lex note on divi- capital growth. onareoc 
sonably well (as might be the steady payment of divi- dend policy (November 9) is i^rrWn! 

expected under “last year’s (lends by UK companies spot on. ““ Luf 

and add a bit" policies), peculiarly perverse. If insti- But it does not consider an probably minimise tnt 

while capital values have tutions run a policy of lgnor- alternative means of reward- impact. 

departed significantly from Log dividends, relying for tag shareholders and of Roy succesairs msunr 

trend for quite long periods, returns on gambling a com- underlining capital growth, cam dividend poucywu 

On this basis, dividends rep- pany’s . value on the stock This is the' issue of bonus any noticeanie improve 

resent a more stable guide to exchange, plus the occa- shares to the shareholders in the snare price. 

company values than stock sional raid on its reserves to through a capitalisation 

prices. provide a cash pay-out, they issue. Roland C. Snaw, 

It Is eminently sensible for will surely not satisfy their I did this for a number of chair man . 

growing companies to invest clients for i«ng particularly years at Premier Consoli- Barren Energy, - 

in profitable opportunities when they discover that dated Oilfields (now Premier Sa rdini a House, 

within their sphere of com- m ar kp t s go down as well as OH) on. the haste of one new 62 Lincoln’s Inn Fields, 

petence rather than return up. Those who Invested in share for every IQ held. Con- London WC2A 3LZ 


lyst friends pointed out there 
was no benefit to sharehold- 
ers since the jobbers would 
automatically mark down 
the share price to reflect the 


invest up to the hilt, leaving dflution,. . . - 

shareholders to whistle for But the market, not being 


their dividends. Take your as intelligent as the ana. 
rfioiee. lysts, marked the shares * 

down the. first day of trading ■ ' 

Gerald Elliott tut brought them hack to f. 

aSesSSt the previous price within jt v 

ISbmgfaSaS OTD, UK - week. W.$. 

This seemed to m e a ta ngi- *■ 

From Mr Roland C. Shaw. ble way of demonstrating * ' 
Sir The Lex note on divi- capital growth. Snareooldera . 
dend policy (November 9) la needing cash could easily 
spot <£. sell the bonus shares and 

But it does not consider an probably minimise the tax v 

alternative means of reward- impact. 

ing shareholders and of My succesairs instituted a-- 
underlining capital growth, cadi dividend policy without 
This is the Issue of bonus any noticeable improvement - 1 
shares to the shareholders in the share price. _ - 

through a capitalisation 

iRgmp, Roland C» SnsWi 

I did this for a number of chair man * 
years at Premier Consoli- Barren Energy, . 
dated Oilfields (now Premier Sa rdini a House, 


Aid through non-government bodies would allow . j 
the west to help the poor as well as the pure *’! 

_ - m — — _ m. mm - ■ a. _ .1 . V 1 miO fn 


From Mr Kenny BelL 

Sir, Martin Wolfs article 
“Aid, hope and charity" 
(November 11) suggests giv- 
ing aid mainly to “goad 
policy" countries. The World 
Bank’s argument is a cari- 
ous echo of nearly 20 years 
ago, when radicals argued 
that not the poor but the 
pure - such as Cuba and 
Nicaragua - should be the 
focus of aid. 

Aid goes not only to gov- 
ernments hut also to many 
other organisations and 


community groups. Even in 
a “bad policy" country, such 
aid may benefit vulnerable 
groups, as well as provide an 
example for government 
Through such co-operation, 
civil organisations can grow, 
giving a voice to the margin- 
a Vis ed and perhaps, in the 
long term, altering the 
balance- of power in govern- 
merit- 

Neither are governments 
monoliths. Donors favour 
particular departments or 
ministries that are more 


responsive to their social 
and economic objectives. 
Such aid may provide an 
incentive, influencing the 
internal debate and giving 
support to reformers. 

Whether a set of “good 
policies" can be easily identi- 
fied and applied around the 
world is also doubtful. The 
International Monetary 
Fund's standard ixtfimctions 
are under fire. There is no 
reason to think donors could 
agree an a universally appli- 
cable set of criteria. 


Donors must spend time to 
understand not only the con- 
ditions of each country but . 
the many partners they can', 
choose to help bring benefits 
to the needy. Blanket reme- 
dies - or ignoring the poor 
because government policy 
doesn’t match the prescrip- 
tion - won’t do. 

Kenny Bell, 

Apdo 836-1007, 

Centro Colon, 

San Jose, . . 

Costa Rica 


Number One Southwark Bridge, London SE1 9HL 

Vfe are kesi to encourage lattes from readers wfcMde. Lattes may be fMd to +44 171-873 5838 fret to to tre*). a mat: 
laites^te3rWLcomPub«8h6ri laueram ^aoavateUeon t)Q FTvnbdto, ttWA™w.FT.ccm Ti-mlulion may be avaiadto far 
Here written in ta mail fritemrttoiaJ languages. ta0l7l 873 5838. Leoara staid be typed and not hand written. 
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PERSONAL VIEW C. FRED BERGSTEN 


W.&J. 

Graham's 

Established i e 2 o 



Quintessence (kwint 

fquinte essence - med. L. quit 
essence’ of ancient and med^ 
of which the heavenhafiB 
b. The cats whiskers 15^^H 
a highly refined essenc^^H 
tincture obtained by 
perfect form or manift^^H 

e. Consummate; of the 
Model of excellence, si^^H 

f. impeccable; Not liab^^H 
h. Sublime; exalted, surff^T M 
wonder; i. The top do*!- V 
most refined of its kincM-T 1 * 1 



W. A J. 


: Graham’s 

I*M 

J-WE BOTTLED VJNTA® 

ttt: PORT ^ . 


late ME. [- Fr. quintessence, 
a fifth essence.] 1. The ‘fifth 

K y, the substance 

rere composed, 
if any substance; 
try, an alcoholic 
purest or most 
The bees knees 
>r completeness, 
person or thing. 
ess. g. King pin 
inspire awe or 
04 the purest or 
sse-ntiaHy ado. 
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How to target 
exchange rates 

G7 countries should allow their currencies to fluctuate within agreed EMS-style ranges 


I n its recent statement 
on reforming the 
world's financial archi- 
tecture the Group of 
Seven largest industrial 
economies entirely ignored 
exchange-rate relationships 
among its own currencies. 

This omission would be 
understandable if the behav- 
iour of G7 exchange rates 
had had much connection 
with underlying changes. 
But G7 currency gyrations in 
recent years have far 
exceeded any conceivable 
shifts in economic funda- 
mentals. The dollar rose by 
80 per cent against the yen 
and 40 per cent against the 
D-Mark from early 1995 to 
mid-1998 and late 1997 
respectively. One result is 
that trade deficits in the US 
are at record levels, generat- 
ing strong protectionist pres- 
sures despite a 25-year law 
ta the US unemployment 
rate. Another is that the 
Asian crisis is intensifying: 
every 10 per cent ite-Hne of 
the yen takes $20bn off the 
trade balances of the rest of 
Asia. Hie sharp swings in 
the yen-dollar rate contrib- 
uted to the outbreak of the 
Asian crisis ta the first 
place. Most recently, the yen 
jumped by almost 20 per 
cent in just a few days last 
month. 

The instability of the 
dollar, yen and European 
currencies is likely to 
worsen with the creation of 
the euro. The euro-zone will 
resemble the US: a continen- 
tal economy with modest 
reliance on external trade. It 
will fae tempted to emulate 
America’s tradition of 
benign neglect of the cur- 
rency. This is especially true 
in light of the the European 
Central Bank's mandate to 
focus on price stability, 
which implies the absence of 
any explicit policy towards 
the exchange rate. The dol- 
lar and euro will provide the 
bulk of global finance, and 
large fluctuations between 
them will be highly disrup- 
tive for the rest of the world. 

indeed, in the short run, 
large shifts from the dollar 
into the euro could produce 
an overshooting of the new 
currency, triggering more 
unemployment ta Europe 


Three decades of fluctuation 
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and renewed inflationary 
pressure in the US. So the 
absence of an agreed frame- 
work to manage currency 
relationships could be costly 
on both sides of the Atlantic 

Hence it is fortunate that 
the new German govern- 
ment has launched an initia- 
tive to achieve “controlled 
flexibility” of the yen. dollar 
and euro. Gerhard Schrdder, 
chancellor, and Oskar Lafbn- 
taine, finance minister, are 
surely correct that both rig- 
idly fixed and freely flexible 
exchange rates have been 
tried and found wanting. 
Fixed rates, unless carried to 
the extreme of monetary 
union, as ta Europe, or a 
currency board, as in Argen- 
tina or Hong Kong, have 
proved too prone to degener- 
ate into costly over- and 
undervaluations. Flexible 
rates tend to overshoot 
wildly and generate equally 
disruptive misalignments. 

The goal of currency 
reform should be a “third 
way” between these two 
extremes. For the G7 this 
goal can best be pursued by 
maintaining substantial flex- 
ibility but modifying the 
method by which It is man- 
aged. For the past decade, 
the G7 has intervened peri- 
odically on an ad hoc basis 
without prior announce- 
ment. This technique has 
the advantage of surprising 
the market, and has fre- 
quently succeeded (for exam- 
ple, to defend the dollar in 

1995 and to defend the yen in 

1998). However, the interven- 
tions have always come long 
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after misalignments have set 
ta and severe economic dam- 
age has resulted. The 
absence of official guidance 
has left, indeed led, the 
markets to drive rates 
far from their long-term 
equilibrium levels. 

A better approach would 
be to announce limits on the 
extent of permissible swings, 
starting perhaps as much as 
15 per cent on either side of 
agreed currency mid-points 
(as ta the present European 
Monetary System). Rates 
would stffl float virtually all 
the time, as in the EMS. Any 
long-term disequilibria 
would be avoided by adjust- 
ing the ranges by very small 
amounts, which would be 
necessary to offset inflation 
differentials among the 
participants. 

Within the wide limits 
envisaged, the G7 govern- 
ments could surely agree on 
ranges that reflect under- 
lying economic reality and 
are credible to the markets. 
Private speculation would 
then become stabilising 
rather than, destabilising. As 
a rate approached the edge 
a range, little money 
would be made by pushing 
further in the same direction 
because the markets would 
know that the authorities 
would not permit the limits 
to be breached. In contrast, 
considerable profit could 
result from reversing the 
rate back towards (or 
beyond) the mid-p oints , Both 
theory and empirical evi- 
dence from similar regimes 
that have already existed. 


such as the EMS since 1993, 
demonstrate that such 
“mean reversion” can be 
expected with some confi- 
dence. 

Nevertheless, a rate might 1^, 
occasionally reach its limit V 
and require official response. 

The initial Instrument would 
be direct intervention in the - ) 
foreign exchange market by: ~ 
the central banks. To assure 
credibility, however, partici- 
pants would have to be pre- - 
pared to alter their monetary , 
policies to defend the ranges. . 
In such inefanoas as Paul . 
Volcker. the former US Fed- 
eral Reserve chairman, has - . 
argued for the US, a coun- 
try's long-term economic : ' 
health would alitmg* cer- 
tainly be promoted rather 
than undermined by heeding 
the signal from the currency 
markets. With wide margins 
and credible national poli- 
cies, however, the need actu- 
ally to change monetary pot - - 
icy for currency reasons , 
would probably he quite 
rare. ./ 

Similar considerations , 
apply to emerging market 
economies. The Asians’ dotr i;.- 
lar pegs led to substantial A 
overvaluations and laij^^V 
trade deficits. Their sobsa- 
quent resort to free-floating . 
regimes produced wildly 
excessive depreciations that . 
forced them ■ to. deploy < 
sky-high Interest rates, for- 
th er weakening their hanks - ; 
deepening their recessions. » 
They too should consider 
intermediate currency r 
regimes, perhaps baaed on a 
common link to a trade , 
weighted basket of G7 cur- - 
reticles. Colombia, (Sole and ... 
a number of other countries 
have used such systems t 
successfully in the 
past 

G7 officials will meet this - 
weekend in Washington tP 1 
discuss the international -- • 
financial architecture. IhflZ •:» 
should fin the “ currency. vs*, 
uunT as soon as posfifoto ■. . 
both to avoid damage to • 
their own economies and to • 
fulfil their respansttjill& to ; 

imparting stability to ths < 

global system as a whofc . Z 

The author is ( Un der of to 
Institute of International . 
Economics in Washbitfon. > 
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Ganging up in 

European stocks 
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Germany’s new shop window 


A Munich-based con- 
glomerate is in merger 
talks with a Swiss one. 
A Frankfort chemicals 
company splits Itself op and is 
said to be in talks to create one of 
the world's biggest life-sdences 
company. A newly merged car 
giant makes its dabnt on the New 
York stock exchange. Flans to 
create a pan-European stock 
exchange take a big step forward 
when the Madrid and Milan 
bourses say they want to join an 
alliance between London and 


T be London and Frankfort stock 
pynhang es are in the happy posi- 
tion of schoolyard children hold- 
ing a huge new bag of candy: 
suddenly, everyone wants to be 
in their gang. 

On Wednesday the Madrid and 
Milan bourses said they want to 
join the Anglo-German link-up 
announced in July. Yesterday 
pans, which was ftoious when it 
w^pideHned by that agreement, 
ineficated that it wanted to join 
the party too. It win host a meet- 
ing of bourses next week to dis- 
cuss a pan-European exchange. 

One one level, tins is very wel- 
come. London and Frankfort 
always saw. their alliance as the 
first: step towards a pan- 
European market in blue chips, 
offering greater liquidity, 
reduced transaction costs and a 
lower eost of corporate ca pital. 
Even more desirable, from the 
viewpoint of competition, would 
be two or more well-regulated, 
rival pan-European exchanges. 

But the sudden enthusiasm 
also contains great dangers. 
Sapid attempts to enlarge the 
Ixndtm-Ftankfurt venture could 
lead to the kind of dead-end stale- 
mate so common among squabbl- 
iqtJ ur opean nations. 

ngiidon and Frankfort are find- 
ing it extremely complex to put 
just their two operations 
together. Adding other exchanges 
at this stage, with their widely 
differing rule books, risks 
making a hard task impossible. 

There would also be immense, 
political and nationalistic strains 


as the parties jostled over the 
allocation of the new business’s 
capital and revenues. 

It is important, «w»n that Lon- 
don. and FTankfort, the two larg- 
est exchanges in Europe, are not 
distracted by their new friends. 
They should press ahead with 
their threestage plan. First, they 
intend 1® have a stogie point of 
liquidity for stocks from January, 
which means London will stop 
trading German stocks and vice 
versa. By itself, this would be a 
retrograde step, ft must Immedi- 
ately be followed, therefore, with 
the next elements in the plan: 
harmonisation of market rules 
and accounting standards . and 
construction of a single elec- 
tronic trading system. 

They must pursue paraTM dis- 
cussions with other exchanges 
about widening the alliance 
when feasible, and. should take 
no action that precludes this. The 
Paris meeting could help here, if 
it starts serious debate on 
Europe-wide harmonisation of 
rules, trading and settlement. 

Discussion is also needed on 
the regulation of a pan-European ! 
market, which has no obvious 1 
jurisdictional home. Nor should 
the debate ignore the capital rais- 
ing needs of smaller companies 
which will not be quoted on the 
blue-chip exchange. 

But above all, London and 
Frankfurt must not lose their 
momentum. Offering to share 
sweets may win friends, but 
motley gangs need strong leader- 
ship to get results. 


Corporate change in Germany lies behind the wave of 
pan-European restructuring, says Graham Bowley 




Soldiers’ duty 


The renewed violence on the 
streets of Jakarta to recent days 
comes at an acutely sensitive 
moment to Indonesia’s attem pt to 
Introduce real democracy and 
stabilise its economy. At least 14 
peoftk'have been killed, and 
scor* wounded, in clashes 
between students, the security 
forces, and armed civilians. RJ. 
Habibie, the president, warned 
yesterday that the country was 
facing destruction through ethnic 
conflict. 

The Indonesian mili tary stands 
accnsed of deliberately allowing 
the violence to escalate, ft has 
given the impression of pursuing 
its own political ends by allowing 
groups of armed government sup- 
porters to attack the students, 
and responding to the resulting 
disorder with excessive force. 
There are suspicions that the sol- 
diers want to demonstrate what 
havoc would ensue if their role as 
a unif yi n g force to the country 


'^re questioned. 
Indonesia’s 


Indonesia’s generals risk 
undermining a fragile democratic 
process. The country’s top legis- 
lative body is embroiled in a 
debate on a new electoral system, 
under which the military’s guar- 
anteed seats in parliament would 
be reduced. FoDowing general 
elections next spring, a new 
assembly Is due to elect a succes- 
sor to Mr Habibie. 

The president, tainted by bis 
reputation as the /-hncpm succes- 
sor of former President Suharto, 


lacks strong support But the 
multiple opposition parties are 
divided. The lack of a consensus 
opposition candidate is one of the 
main things still keeping Mr 
Habibie to power. That leaves 
gover nm ent to a dangerous vac- 
uum, struggling to deal with the 
social disruption caused by last 
year’s economic collapse. - 

Clearly, the military is needed 
to maintain order to the absence 
of any other institution capable 
of doing so. But the generals 
must be careful not to go too far. 
They should restrict themselves 
to ensuring that the democratic 
process goes ahead as planned 
Fair and transparent elections, 
leading to the formation of a gov- 
ernment with a clear mandate 
and policies, are prseqoisites for 
the ret ur n to a fully functioning 
economy. And that to turn is nec- 
essary for the fresh inflow of for- 
eign investment that Indonesia 
so badly needs. 

The stabilisation of the econ- 
omy in recent months has been * 
remarkable, culminating to a 
new agreement with the Interna- 
tional Monetary Fund last week. 
Modest growth could resume by 
mid-1999. But that still depends 
on political stability, without 
which the rupiah may well' tum- 
ble o pik* Mr Habibie's greatest 

pon tr i h M t i on mus t be tO Stick, to 
his timetable for the handover, 
while the generals act as even- 
handed guarantors of the pro- 


All that in one week. A wave of 
mergers, restructurings, divest- 
ments and alliances is sweeping 
across Europe. Behind it lies tbe 
accelerating industrial transfor- 
mation of Germany, Europe’s big- 
gest economy. 

Within companies, managers 
have unleashed a revo lu tion in 
the workplace by breaking down 
old-style, inflexible working prac- 
tices to cut costs and boost pro- 
ductivity. On a huger scale, the 
restructuring has involved the re- 
orientation of some of 
Germany’s biggest industrial 
empires as companies have 
sought both economies of scale 
and a simpler structure that is 
more presentable to modern 
shareholders. By embarking on 
such a transformation, corporate 
Germany has jolted tbe country’s 
traditional cosy relationship 
between labour and capital. And 
it is doing much to throw off the 
image of a conservative nation 
more concerned with retaining 
the comfortable vestiges of its 
post-war social-market economy 
than with modernising to com- 
pete to a global economy. 

The latest period of restructur- 
ing began early this month with 
the announcement by Siemens, 
Germany’s biggest electronics 
group, that it planned to sell 
around one-seventh of its busi- 
nesses, with sales of about 
DM17bn (flO.lbn). Tbe centre- 
piece of the disposal programme 
was the sale of its semiconductor 
buslness. This disposal, though 
large, may be only the beginning 
of a more radical deconstruction 
of Siemens’ ailing empire. 

Next came Viag, a Munich- 
based industrial conglomerate. 
After only four months into 
office, Wilhelm Simson, Vlag’s 
new chief executive, revealed 
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German restructuring 


Siemens 

Daimler 

Chrysler 
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they retain. This Is happening at 
a time when a Europe-wide single 
capital market is coming ever 
closer - as evinced by the move- 
ment towards a pan-European 
stock exchange. 

Companies are therefore hav- 
ing to turn to international capi- 
tal markets to an unprecedented 
degree. In the past few years 
Daimler, Deutsche Telekom and 
Hoechst have all converted their 
accounts to the more transparent 
US GAAP rules and listed their 
shares on the New York Stock 
Exchange. “Companies ore now 
willing to spend time nnd effort 
talking to Investors. They are 
worried, and the)' know if there 
was a fierce fight for capital they 
need good relations," says Bernd 
Janssen at Warburg Dillon Read 
in Frankfurt. 

These forces have been build- 
ing up for a while. What lies 
behind the current round of 
restructuring? 

• Most, obviously, tbe imminent 
launch of the euro to January 
may be producing a sort of “last 
call’’ for companies which wont 
to push forward with their Inter- 
nationalisation before the single 
currency starts. "There Is immi- 
nent restructuring which will 
strengthen European competi- 
tiveness especially against the 
background of the single cur- 
rency. We in Europe have to be 
strong in order to hold our own 
at the international level,” says 
Mr Dormann. 

• The modest revival in to world 
stock markets since the summer 
slump may have encouraged 
companies to return to the 
merger business. The recovery in 
prices makes mergers easier 
since when prices are falling 
prices, merger plans are often 
judged unfavourably by inves- 
tors. At the same time time, some 
German managers are now per- 
sonally keen not to do anything 
that will hurt share prices 
because of their own stock option 
programmes. These are an inno- 
vation in Germany and are still 
only used by a han dful of compa- 
nies. 

• Because investors have 
become more risk-averse in the 
wake of the Asian and Russian 
financial crises, there has been a 
“flight to quality” in stable mar- 
kets such as Germany. That may 
have made it easier for some 
companies’ to take their restruct- 
uring plans to market 

• In addition, it is only now 
that the foil impact of the Asian 
crisis is becoming evident For 
example, the Asian-related col- 
lapse in semiconductor prices lay 
behind Siemens' decision to sell 


new chief executive, revealed This was, said Jtirgen Dor- allow managers to increase work- Chrysler, the US car group (the have made it easier for some 

that the company would sell its maim, Hoechsfs chief executive, tog hoars during periods of merged company had it stock companies’ to take their restruct- 

logistics and other smaller activi- the biggest demerger to German strong demand, in return for time market debt this week). uring p lans to market 

ties (with one-third of group reve- history. But even this event was off later In tbe year. “Six years Early last year Krupp sent • In addition, it is only now 

mies) to extier to focus on Its overshadowed by a revelation ago, the Japanese auto industry shudders through corporate Ger- that the foil impact of the Asian 

main businesses: power, telecom- that Hoechst was in secret talks was the benchmark, then it was many when the engineering and crisis is becoming evident. For 

nnnucations and industrial inter- with Khfine-Poulenc, the French the US auto sector that restruc- steel group launched a hostile example, the Asian-related col- 

ests. Then this week, Viag dis- chemicals and pharmaceuticals tured, and now today we are on takeover bid, rare in consensus- lapse in semiconductor prices lay 

closed it was in merger talks group. Both companies have top,” says the chief economist of minded Germany, for Thyssen. behind Siemens’ decision to sell 

with Ahistdsse-Lonza, the Swiss declined to confirm the talks, but one German car group. its bigger rival. This showed the its chip business, 

aluminium, chemicals and pack- if negotiations were successful One change that has made this process of change is hardly pain- The importance of all these 
aging group.' A full-blown tbe merger would create one of possible has been the partial less. Tbe move triggered worker changes goes far beyond Ger- 

merger, one of several different the biggest life-sciences group to breakdown of Germany’s protests against Krupp and many. Crucially for Europe, the 

options being discussed, would the world. industry-wide wage agreements, recriminations against the banks continent’s biggest economy is 

create a company with a market This burst of activity is taking Traditionally, companies were that had acted for it - but the restructuring to become more 

capitalisation of f36bn. German restructuring to a new bound by strict wage deals merger is going ahead anyway, efficient and competitive. The 

Attention then switched to level There have been spectacu- between unions and employer albeit in a different form, evidence from the labour market 

Metro, Europe's biggest retailer, lar examples of corporate change organisations that covered sev- Hoechst’s reorganisation was no suggest the changes reflect a 

The Cologne-based group to individual companies before, eral sectors at once (so that, for less controversial, leading to pub- broader social transformation, 

announced it would sen or float What is different this time is that example, computer engineers and lie vilification of tbe boss. “Dor- with a witter acceptance of more 

much of its German computer, corporate change is spreading shipbuilders both got the same mann is chopping up Hoechst open, market-orientated and flex- 

food and clothing shopping out- into new areas - such as retail- pay rise). Now companies have AG!" screamed Bild, tbe mass- ible working practices. 


lets, with sales of around tog and electronics. As compa- 
DMlgbn. It wanted to focus build- ides and sectors that have so far 
tog a European cash-and-carry lagged behind are catching up, 
empire after its takeover last change in Germany may also be 
year of tbe Makro cash-and-carry achieving a sort of critical mass, 
chain of the Netherlands. Its To grasp the scale of transfor- 
unwanted activities were hived nwiiwi, it is necessary to under- 
off into an independent briifling stand what lies behind it. Per- 
company to be dismantled by haps the biggest revolution has 


side-stepped unions and have 
won some freedom to strike indi- 
vidual deals. 

This breakdown has been most 
pronounced in east Germany, 
where unemployment is high. 
Bnt it has been gradually 
imported to the west One result 
has been to encourage corporate 


AG!" screamed Bild, tbe mass- 
market newspaper, this week. 

There are two broad explana- 
tions for general process of the 
restructuring. One is that, in 


ible working practices. 

There is almost certainly more 
restructuring to come, in chemi- 
cals. in the car industry (Volks- 
wagen and BMW are said to be 


response to increasing interna- candidates for co-operation either 


Deutsche Bank. 


taken place within Germany’s change: executives have less rea- 


The last piece of news was sup- factories, where companies have son to fear that restructuring will 
plied this week by Hoechst, the introduced an array of flexible be stymied by intransigent work- 
chemicals and pharmaceuticals working practices that would tog practices, 
group. Hoechst said it would split have been unthinkable a decade Beyond the factory floor, cotn- 
itself into two, jettisoning most of ago- Workers, especially in the panles have plunged into a wider 
its remaining industrial chemi- engineering and car industries, reorganisation of their activities. 
caia companies to order to speed have accepted longer working Having dismantled its high-tech 
Its transformation into a com- hours and more varied shift pat- empire in the early 1990s to focus 
pany focused on pharmaceuticals terns. Several companies now use on care, Daimler Benz capped its 
and agrochemicals. “credit time accounts” which reorganisation by merging with 


tional competition in product 
markets, companies have had to 
cut costs and lop off parts of their 
industrial empires to focus on 
core products, in the case of 
Hoechst. this is life sciences; for 


with each other or with a foreign 
car company) and in banking, 
with Deutsche Bank. Germany’s 
biggest, already in talks with 
Bankers Trust of the US. 

Many people thought the 


Metro, it is mainly cash-and-carry recent election of the Social Dem- 
s tores. ocrat-led government marked a 

The second explanation has to shift at Europe's centre towards 


panies have plunged into a wider do with competition for capital, greater bureaucracy, more inter- 


reorganisation of their activities. 


Germany's traditional sources of vention in markets and more 
capital, the big commercial anti-business policies. To judge 
banks, are either reducing their by the corporate sector, the real 
industrial holdings or demanding picture in Germany is very differ- 
higher returns on the stakes that ent. 


Offshore verdict 


OBSERVER 


There is a widespread suspicion 
that offshore finan cial centres 

provide a welcoming environ- 
ment for shady dealing and 
finanriai crime, to foe case of the 
Putitip? lalanria and the Isle of 

- Man such suspicions have not 

dispened by the tmeovermg 

- ftftegdlatory weaknesses to foe 
BCCL Barings and Cantrade 

. scandals. 

The British government’s 
• review of financial regulation to 
. the Crown dependencies, con- 
'• itm-Kwi by farmer Treasury offl- 
. dal Andrew Edwards, nonethe- 
less concludes that the isl ands 
are in foe top division of offshore 
fWtaw<«iai centres. R eg u l ation of. 
financial institutions is, accord- 
ing to tbe report, g en er all y - good. 
And the islands are firmly com- 
mitted, says Mr Edwards, to com- 
batting crime and to co-operating 
fully with other jurisdictions.; 
How can this charitable view be 
squared with foe sca n d als? 

The verdict is; of course, rela- 
tive. It would be disturbing 
indeed if the islands did not 

- out in very mixed offshore 
yxupany. All foe more so. giwj 
^■iatwhile foe islands are not 

part of the European Unioii. the 

Crown is ultimately respemsfote 
. for good government there. The 

- scope for them -to embarrass 

Britain within Europe is not neg- 
ligible. . ' 

Moreover, a plethora of recom- 
mendations by Mr Edwards to 
Such 'basic areas as the 


publication of accounts, the 
abuse of nominee directorships 
and the confidential disclosure of 
beneficial ownership, suggests 
that past practice fell some way 
short of perfection. The question 
is, to what standards should the 

islands aspire? 

The difficulty in answering this 
bee to the inherent conflict of 
interest between foe need to 
attract business and foe need for 
hnwpwt and orderly markets. Mr 
Edwards strikes a defensible bal- 
ance in arguing that the is lands ’ 
regulatory authorities might rea- 
sonably be expected to have 
regard to economic interests, but 
a tionld not compromise their 
impartiality by directly promo- 
ting them. . . _ . . 

■ Rather, foe guiding principle of 
re gulatio n should be foe protec- 
tion of customers. And it is 
encouraging that tbe islands, 
have committed themselves to 
tiohw the best regulated ofikbore 
centres, while fully cooperating 
with overseas authorities. Prog- 
ress has been made since the 

scandals- . ■ 

If the foodnstenf of tbs report, 
appear generous to the Islands, 
that may partly -reflect a well- 
judged desire to 'sugar foe pflLin 
a sensitive area. Financial ser- 
vices are a vital component of the 

islands’ income. Mr Edwards- 
nnjposals make sound, practical 
while bis conciliatory 
approach should enhance foe 
Hkelihood of their rapid adoption. 


Scion of 
the times 

The decision is still six months 
off, but there’s much Intrigue in 
Greece's SodaHst parly about 
the country’s next European 
Unkm commissioner. It certainly 
wont be the incumbent Christos 
Papoutsb, who has been much 
.too critical of his party 
colleagues back home in Athens. 

The front-runner, according to 
Sociafist insiders, is George 
Papandreou. the son of the late 
prime minister Andreas.' UnHke 
: Ns populist dad, he’s a . 
soft-spoken consensus seeker. 
As junior foreign minister he 
keeps &jro-capitaIs sweet by 
smoothing ruffled feathers after 
the regular undiplomatic ' 
outbursts by Theodore Pangalos, 
his boas. 

Papandreou studied at the ' 
London School of Economics 
and taught in Sweden - where 
he Gved as a teenager after the 
cotonefs' junta, booted the 
Papandreou family into exile. He 
keeps a low proffla to Athens, but 
has considerable clout among . 
the Socialist old guard. 

The other nanes in the frame 
are finance tfMtersecrafary Nikos 
Chrfstodoulaltis and industry . 
undersecretary Anna ' 
D i amantopoutou. 

But Christodouiakis has his 
work cut out pruning the public 
debt to squeeze Greece into the 
euro in 2001 . Dlamantopoulou is 
keen to acquire some European " 


polish - but there aren't many 
bright women Socialists around 
and the government can't afford 
to spare one. 

High finance 

There were sighs of relief in 
Munich yesterday when the 
Bavarian government said it had 
found an investor for a 
106-hectare mountain retreat, 
high on the slopes of the 6,000 ft 
Obersatfoerg at Berchtesgaden. 

On the face of it it wasn't a 
. tough deal. Tbe view is splendid, 
the dean mountain air is bracing 
and the local food and beer is 
deliciously hearty. 

The one snag is that Adolf 
Hitler used the place as his 
. summer retreat. 

Understandably the authorities 
were worried that the connection 
to the former dictator would 
attract the wrong sort of visitor. 
Since the US Army left the place 
in 1996. it has become a magnet 
for neo-Nazi skinheads, even 
though the Allies razed Hitler's 
hideout 

So the the developer, whose 
identity and plans wfB be 
revealed today, won't have 
complete control of the site. The 
Bavarian government is hanging 
on to the freehold. 

Russian roulette 

As they start to embrace 
economic reform, the Vietnamese 
are trying to cultivate the image 
of being tough people to do 


business with. Last night they 
seem to have met their match. 

In the august French colonial 
surroundings of the government 
guest house in Hanoi, deputy 
prime minister Ngo Xuan Lex:, 
two other ministers and various 
folly-paid-up members of the 
great and good had gathered to 
witness the signing of an S800m 
joint venture agreement to build 
the country's first oil refinery. 

But Loc and his colleagues 
had to make small trik for almost 
an hour and a half while the deal, 
with Russia's state-owned oil 
company Zarubezhneft 
apparently hung in the balance. 

"The Russians looked at the 
final version of the contract and 
said Nyet, said one source 
involved in the last-minute flurry 
of negotiations. By the time the 
Russians said Da, at least half of 
the assembled crowd had drifted 
off In search of dimer. 

The project is supposed to be 
on stream by 2003. Let’s hope 
the oil flows more smoothly than 
the signing ceremony. 

Red-hut iron 

Brussels is long on influence but 
short of landmarks. Its one 
instantly recognisable feature is 
the Atom turn, that curious 
hotch-potch of nine sliver 
spheres connected by tubes. 

The 102 metre structure - built 
for the 1956 World Fair to 
represent an iron molecule - still 
looks all right from a distance. 

But up dose it’s rusty and 


decrepit. Inside, some lifts and 
escalators don’t work, the 
lighting isn't reliable and the 
displays are uninspiring. 

Any chance of public subsides 
to foot the Sl7.6m repair bill has 
been last in bickering between 
national and local authorities. So, 
to the noisy disappointment of 
the Atomium's management, a 
corporate sponsorship deal has 
been done. 

The UK's Virgin group, headed 
! by bearded balloonist Richard 
Branson, will fix up the Atomium 
and paint it with the red and 
silver livery and logo of his 
low-cost airline Virgin Express, 
headquartered at Brussels 
Airport. 

So from 2001, the chief 
landmark of the dty at the core 
of the European Union wiH 
promote foe cheapest and 
quickest way of gettfog out of 
the place. 

Bite the ballot 

It looks like some candidates in 
foe upcoming local elections in 
St Petersburg are trying a new 
wheeze to do down the 
opposition. The trick is to find 
someone with the same name as 
a rival candidate and pay him or 
her to stand in foe polls, thus 
creating enough confusion to 
split the opponent’s vote. 

At least it’s cheaper than 
bribing voters - and gentler than 
more traditional tricks Gks 
beating up rival supporters, and 
even killing the candidates. 


50 years ago 

Empire Critics Scorned 
Glasgow, Nov 19. Groaning 
pessimists and propagandists 
who sought to separate the 
membets of the British 
Commonwealth were stoutly 
criticised to-day by the RL 
Hon. R.G. Menzies, former 
Australian Prime Minister, 
when he addressed a 

luncheon meeting of several 
hundred Glasgow 

businessmen under the 
auspices of the Empire 
Industries Association. Mr. 
Menzies said that the real 
danger to foe British Empire 
to-day was not foe enemies 
from outside but from within. 
The British Empire had withn 
: itself foe powers, resources 
and possibles which could 
easily make the next century 
of her existence immeasurably 

more spectacular than the one 

that had gone. 

Ontario Electricity Shor tage 
Ottawa, Nov. 19. Canadian 
manufacturers fear the 
shortage of electric power in 
Ontario mil result in a serious 
curtailment of production and 

a reduction in goods available 

for shipment to dollar 

countries, besides dislocating 

the labour market and 
detrimentally affecting costs 
with a possible increase in 
price levels. 
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Elf help 


Serb student 



Is Elf poised to break out of its 
longs tanding strategic logjam? Rumours 
linkin g Sanofl, ElTs 64 per cant-owned 
drugs arm, with French rival Synthfilabo 
and Elf itself with Petrofina of Belgium 
offer a tantalising hope. 

While P hili ppe J afire, chairman, has 
worked hard operationally! transforming 
an unwieldy giant into something resem- 
bling an efficient, modem company, prog- 
ress on bigger, corporate questions has 
been limited- It is nearly two years since 
Mr Jaffrg indicated he was ready to sell 
part of the SanoQ holding. More recently, 
the suspicion is that Elf tried and failed to 
negotiate a takeover of Conoco, DuPont's 
oil subsidiary. The impression of a com- 
pany strategically becalmed has been 
accentuated by the BP-Amoco merger and 
the fact that the French state's golden 
share mak^s Elf an unlikely takeover tar- 
get. 

Of course, Elf should not do deals for 
their own sake. A tie-up with Petrofina 
could make sense, with the opportunity to 
exploit genuine economies of scale in both 
downstream activities and chemicals. The 
logic of a Sanofi-Syntheiabo merger is 
more doubtful. This would leave Elf with 
about 36 per cent of a group still well 
short of the scale of the industry giants. 
With job cuts politically tough, it is by no 
means clear that synergies would be 
achievable. A better course might be to 
sell ElTs entire stake to the highest bid- 
der. If this means Mr Jaffife has to ride 
roughshod over the wishes of Jean-Fran- 
pois Dehecq, the SanoG chairman , so be it. 

EU tax harmonisation 

Britain is right not to go soft on tax 
harmonisation to buy popularity in the 
euro club. The UK economy has benefited 
from a relatively low tax regime. But as 
the country pursues late entry into eco- 
nomic and monetary union, there Is a risk 
of being “harmonised" upwards. 

Much has been made of the threat to 
the London-based eurobond market from 
the European Commission's proposal for a 
20 per cent withholding tax on interest 
income. But an even bigger issue is the 
move to restrict member states competing 
on corporation tax. 

If business is to thrive, the lower the 
tax rate the better. Hence the importance 
of healthy rivalry between nations. 
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Britain's government has rightly gained 
credit for cutting the UK rate to 30 per 
cent In France, for Instance, such ‘‘com- 
petition" has encouraged a cot to 40 per 
cent. With the. single currency making 
cross-border comparison easier, down- 
ward pressure on rates throughout the 
euro-zone are In prospect - unless the 
harmonisers step in. 

This is not to condone piecemeal tax 
breaks to favoured industries, which 
amounts to state aid. But the Irish 
response to such a complaint about its 10 
per cent Dublin docks rate was spot on - 
an eventual uniform rate of 12Vi per cent - 
Tax Is, of course, only one factor deter- 
mining where a company locates. And 
such trends take a long time to gather 
momentum: long enough for governments 
to adjust their tax rates and even to curb 
public expenditure. 

Bertelsmann 

What a binge year for Bertelsmann. The 
$600m acquisition of Springer Verlag caps 
a series of bold strategic moves by the 
private German media giant For a cau- 
tious company, snapping up first Random 
House for around $L4bn and then 50 per 
cent of internet book retailer bamesand- 
noble.com for $200m was bold stuff! It paid 
top dollar, but sluggish recent results at 
its core book business explain the burst of 
activity. 

This week’s purchase of Springer is the 
most interesting move of the three. As 
Germany’s leading science and medical 
publisher with strong internet delivery 


and an international presence. Springer 
will give Bertelsmann's sub-scale and 
domestic business a real lift. If it also 
contrives a joint venture with Havas, the 
publishing subsidiary of France’s Vivendi, 
Bertelsmann win soon be exerting real 
competitive pressure on Reed Elsevier 
and Walters Slower. Prices of dwindling 
acquisition opportunities will rise and 
margins may foil too. 

But down these purchases, the 

US ones in particular, will be a challenge 
for a company that takes such pride in its 
all-German supervisory board. Reducing a 
bulging debt p3e may also force it to 
consider IPOs to raise cash. The music 
group has long looted a likely candidate. 
Letting the icy winds of the capital mar- 
kets course through the GOtersloh head- 
quarters would certainly be no bad thing. 

AlliedSigna l/AMP 

AlliedSignal’s $9.8bn hostile bid for 
AMP is a perfect illustration of the short- 
comings of US takeover rules. Three 
months after launching its offer, the 
diversified manufacturer remains stuck in 
the courts, fi ghting slowly and painfully 
to remove the various anti-takeover 
devices that AMP. which mates electrical 
connectors, has thrown in its face. 

The good news is that a district judge is 
imminently expected to lift an injunction 
preventing AlliedSignal from installing 17 
of its nominees on AMP’s 11-strong board. 
If that succeeds, AlliedSignal would at 
last control its target - but would still not 
be able to buy it. AMP has put in place a 
poison pill (which heavily dilutes any 
unwelcome bidder) that cannot be 
removed even by its own board and does 
not expire for another year. AlliedSignal 
is, of course, appealing against this man- 
oeuvre - In yet another court case. 

Throughout this process AMP’s direc- 
tors have acted with breathtaking disre- 
gard for their own shareholders, over 70 
per cent of whom have publicly backed 
the bid. Despite a new chief executive and 
a hastily announced “profit improvement" 
plan, it has taken rumours of a white 
knight to propel AMP’s stock above 
AfiiedSignaTs $4450 a share cash offer for 
the first time this week. AMP’s manage- 
ment should finally listen to its owners, 
dismantle its takeover defences and put 
the company up for auction. 
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Belgrade University, is again becoming a focus of protest. writes Guy Dinmore 
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Teodora Tabacid, a 22-year-old 
philosophy student at Belgrade Uni- 
versity, has just spent 10 days in 
prison in the company of pimps and 
women forced into prostttutkra. Her 

crime: spray-painting graffiti of a 

clenched fist and “death to fascism" 
across the Serbian capital. 

A new student movement ^iUng 
itself Otpor (Resistance) is stirring, 
two years after university activists 
launched mass anti-government pro- 
tests. The goal then was to force 
President Slobodan Milosevic to 
recognise opposition victories in 
local elections. Now Belgrade stu- 
dents and professors are mobilising 
to stop what they see as the destruc- 
tion of their university. 

In May, the ruling coalition of 
ultra-nationalist Radicals and Presi- 
dent Milosevic’s Socialists passed, a 
law that gave the central govern- 
ment direct control ova* the univer- 
sity, allowing it to appoint the rector 
and deans of the 28 faculties. 

Teaching staff were told to sign a 
new contract, effectively an oath of 
loyalty. More than ISO have refused 
and a purge began this month. 

The worst hit is the venerable phi- 
lology faculty where six lecturers 
have been dismissed by the new 
dean, Radmilo Marpjevic, a Radical 
party hardliner. Twelve teachers 
were suspended at the electrical 
engineering faculty and five dis- 
missed from law. 

Early this week, students and pro- 
fessors launched sit-down protests 
outside the lecture hall where Prof 
Marojevic was teaching. On Tues- 
day, the dean had to pick his way 
through the seated throng amid a 
cacophony of jeering. Yesterday, 
L200 philology students decided to 
boycott all classes Grom Monday. 

Vladeta Jankovic. a sacked profes- 
sor of Hellenic studies who is also 
vice-president of a small oppos i tion 
party, says; "The purge is an ideolog- 
ically motivated attempt to break 
Belgrade University as the only 
remaining nucleus of resistance to 
the regime." 

Staff are ordered to appear on the 
premises during government office, 
hours. “The faculty Is becoming a 
factory,” says Slobodan Vukobrat, a 
respected professor of literature also 
dismissed for refusing to sign. 

Most worrying of all, say some 
academics, is a trend to make Ser- 
bian language and literature domi- 
nant, in some cases denying the exis- 
tence of Bosnian and Croatian 
authors. “It’s a fact that our national 
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language and literature have best 
neglected for decades,” argued the 
dean, who insists Croats and Bos- 
nian Moslems are actually . Catholic 
Seats and Moslem Serbs. ■ 

Serbia’s fragmented opposition 
sees the Crackdown on universities 
and the media, accompanied by a 
shake-up within the Socialist party 
and the security- forces, , as a con- 
certed. attempt to remove all resis- 
tance to the regime at ;ta time of 
perceived weakness' following the 
capitulation of Mr Milosevic to 
Mato’s demands over. Kosovo. 

Political commentators suggest 
the clampdofwn ^'spearheaded by 
the Radical party - may 'also be part 
of a broader strategy by Mr Hfiosr 
evic to discredit hfe coalition part- 
ners trim Coutaut^^ 
his grip on power. 

The ZJS administration is said by 
diplomats to be pressing Mr Milos- 
evic to cut hts ties with -Vpjislav 
Sesefi, tin Radical party bass who 
led paramilitery uiiits during the 
ware in -Bosnia and Croatia. “Mfida- 
evic will need a scapegoat for his 
failed policies,” commented Prof 
Jankovic. That could be Sesejj.” 

. But, for the moment, the student 


movement is well aware it is 
battling against political apJcjiy 
among a Serbian electorate disillu- 
sioned by bickering opposition lead- 
ers and exhausted by a struggle to 
mate ends meet. 

Outside the university. Otpor 
activists like Ms Tabacki, and three 
others who were also Jailed, are still 
spreading their graffiti and 
distributing leaflets. But their dem- 
onstrations have so for attracted 
only a few hundred people. While 
some packed the corridor to heckle 
the philology dean, many others 
stayed away. Smoking outside the 
library were Ksenfia and Danfiela, 
two students of English whose main 
aim is to finish off their exams and 
‘ get a job. ' 

- ■ "it's useless to take pari," 
/remarked Ksenija. “We tried 'two 
"years ago and now we think that 
was a waste of time. It's a question 
of how much people are to 
sacrifice for the cause and rand 
ready to sacrifice the exams I have 
■to take. I already lost a year." 

But as the students dispersed, a 
; trolley bus drew up outside the fac- 
ulty. On the front was painted a 
large clenched fist. 
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“Canotiers & ArgenteuB” by Claude Monet, which sold for $9m at 
Christie's in New York. The sale totalled $44J3m. Page 6 
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Europe today 

Scandinavia will be cold with snow 
Kn ttie north, but farther south It vriH 
be dry as high pressure moves in. 
Eastern Europe will have 
widespread snow. The Low 
Countries, Germany, Switzerland 
and Austria wN be frosty with 
pockets of fbg as high pressure 
extends south. France and the 
Iberian peninsula wiU be fine. Italy 
will have some sunshine and the 
occasional shower. Greece and 
CtetewiN have thundery outbreaks 
of rain. 

Five-day forecast 

Scandinavia wH become milder 
over the next few days as a 
westerly airflow brings unsettled 
conditions. High pressure wW 
move across north Europe towards 
western Russia, bringing frosts and 
persistent fog. The central 
Mediterranean and Italy will have 
showers or longer speSs of rain. 
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Andersen sister firms shrug off feud 

Andersen Worldwide 
announced a 23 per 
cent increase in reve- 
nues to $13.9bn. But 
its statement made no 
mention of the bitter 
dispute between the 
two businesses that it 
comprises - Arthur 
Andersen and Ander- 
sen Consulting. Both 
sister firms reported 
r . strong performances. 

Jim Wadia (above) , Arthur Andersen's world- 
wide managing partner, praised his staff for 
staying focused on business. Rage 22 

SocGen to cut debt trading jobs 

Soci6t6 Generate, the French bank, is to cut 
some of Its debt trading operations with job 
fosses expected in coming weeks, following a 
review of fixed income trading. Page 18 

Eurodear to grow US stocks service 

Eurodear, the Brussels- based system for set- 
tling and clearing cross-border trading in 
stocks, bonds and shares, is planning to extend 
its services to Include US-listed equities held by 
Investors based outside the US. Page 28 

Surviving the cash crunch 

The cash crunch that has hit parts of the US 
real estate Investment trust Industry means 
staying liquid is cruda/. For some, any asset 
that can be turned into cash Is ripe for sale. But 
that is unlikely to be enough to fend off a round 
of mergers. Property column. Page 20 
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Faint hope amid Russian gloom 

fc The mood on the Rus- 

“ sian stock market 

RIS md8X remains gloomy. Most 

• 400 » economists agpee that 

ann It J*W the government will 

T J soon be forced into 

a® jL printing more money to 

nflC cover its gaping budget 

loo X deficit But there have 

Vr been faint stirrings of 

°' ■ ■ ■ ■ ■ 1 ■ -V fife. In nominal terms, 

Nmr Russian shares have 

amcOUBnutcr c 

bounced 55 per cent 

from their trough in October although the trad- 
ing volumes have been very thin. Page 40 

Controversy dogs Livent co-founder 

Garth Drabi risky, co-founder of Uvent, North 
America's largest live theatre company, is a 
controversial figure. But few would have Imag- 
ined the scale of the controversy he has gener- 
ated at the Canadian company, which has fled 
for bankruptcy protection m the US. Page 20 

(African gold mines fook to marketing 

^fhe concept of adding value to gold is new to 
South African producers. But some are looking 
to jewellery marketing to exploit the country’s 
dominance in gold production. Page 30 
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Vivendi set to buy software arm 


By Wifiam Lewis in Hew York 
and David Owen in Paris 

Vivendi, the French utilities 
group, is today expected to 
announce the acquisition of 
the electronic . publishing 
consumer software unit of 
Cendant, the US direct market- 
ing and franchising group. 

People dose to the transac- 
tion said the price range was 
between $800m-$lbn and 
Vivendi was likely to pay cash 
to Cendant. However they 
warned that the deal was yet 
to be signed by the companies. 

Cendant Software is one of 
the largest PC consumer pub- 
lishing groups in the world. A 


French group will pay up to $1 bn for Cendant division 


leader In entertainment, pro- 
ductivity and educational 
products, it Is said to fit well 
with Havas, the publishing 
company owned by Vivendi, 
which has a focus on multi- 
media applications. 

Havas's 1997 sales were 
FFr51.7bn ($9.24bn) while 
Cendant Software's were 
approximately fSOOm, people 
close to the company said. 

The move is unlikely to sur- 
prise Vivendi shareholders. In 
October Jean-Marie Messier, 
chairman of Vivendi, served 
notice that he expected to have 


a sizeable war-chest of at least 
FFT40bn available for acquisi- 
tions between 1999 and 2001. 

In addition, earlier in the year 
Mr Messier wrote of his ambi- 
tion to “create a big French 
communications group capable 
of holding its own internation- 
ally'’. In September, Havas 
paid Pta35bn ($246 -5m) for con- 
trol of Anaya, Spain's leading 
educational publisher. 

Mr Messier has also been 
active in other areas of the 
Vivendi group, formerly 
Generate des Eaux. Earlier this 
month the company boosted 


its North American power pro- 
duction capacity by acquiring 
23 north-east US power plants 
from General Public Utilities 
in a deal worth J1.7bn. Hie 
deal makes Si the. its 60 per 
cent-owned US independent 
power production subsidiary, 
the leading independent elec- 
tricity producer in the 
north-east US. 

Vivendi also recently agreed 
to buy a 49 per cent stake in 
the holding company that 
controls Fomento de Contralas 
y Construcclon. the Spanish 
building, real estate and urban 


services group, in a deal worth 
about PtallTbn. 

For Cendant, the latest move 
Is likely to be seen as a further 
attempt to restore investor 
confidence. Shareholders 
reacted positively to the 
ann ouncement in August that 
it had sold Hebdo Mag. a pub- 
lishing subsidiary, to its man- 
agement for $41 0m in cash. 

In October, Henry Stiver- 
man, Cendant 's chairman, said 
the auction of the software 
ppit had drawn the interest of 
at least five companies and 
that a deal could he reached by 
the end of the year. 

■ NIINuMli ■ 
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Jan Baan to cut 
tie with board of 
software group 


Leaving after 20 years: Jan Baan, right, with his brother Paul, has decided to "pursue other interests fill time* 


EUROPEAN^ UK ANDUS STOCK EXCHANGES MOVE NEARER TO MERGERS 

Paris deal sets up pact 
on continental trading 


By Vincent Boland ia London 
aid Samer tskandar In Pals 

The Paris bourse yesterday 
agreed to Join the alliance set 
up by the London and Frank- 
furt stock exchanges to create 
a single system for trading the 
shares of Europe’s blue chip 
companies. 

The decision, announced by 
Dominique Strauss- Kahn, 
Dnance minis ter, signals the 
end of French attempts to cre- 
ate a rival alliance with other 
European bourses, and paves 
the way for the creation of a 
pan- European stock market 
linking all the continent's 
main bourses. This week Mad- 
rid became the first European 
bourse to announce its inten- 
tion to join the Anglo/German 
alliance. Milan hinted it would 
soon do the same. Amsterdam 
had said it was interested in 
becoming a member. 

The Paris bourse said it had 
asked the heads of nine Euro- 
pean stock exchanges to meet 
in Paris next Friday to agree 
on how the pan-European 
exchange should be struc- 
tured. The gathering marks a 


big step towards setting up a 
unified trading system, 
although officials stressed that 
the meeting would not neces- 
sarily take decisions. 

The talks will bring together 
the Amsterdam, Brussels, 
Frankfurt, London. Madrid, 
Milan. Paris, Stockholm and 
Zurich stock exchanges. 

However, disagreements sur- 
faced yesterday over how for 
the meeting would settle vexed 
issues such as ownership and 
control of the pan-European 
venture. Jean-FTanpcois Theo- 
dore. chairman of the Soctete 
des Bourses Francaises, said 
Paris wanted a fair share of 
the venture. Officials at other 
exchanges said the issue was 
premature. 

The move by Paris to join 
the alliance was welcomed by 
the London and Frankfurt 
exchanges and by the big 
investment banks and fund 
management companies that 
dominate trading in European 
shares. 

“There is obviously a long 
way to go, but the fact that 
they are all meeting suggests a 
pan-European stock market 


may not be too for off after 
all," said the head of European 
equities at a London-based 
fund management group. 

Some sections of the finan- 
cial community In Paris were 
furious at being excluded from 
the original Anglo/German 
initiative, and there was a 
brief effort to woo other 
exchanges initially left out. 

However, the main French 
banks and brokerage firms 
were keen to join, and became 
inevitable after its own tenta- 
tive breakaway plan foiled to 
convince the rest. 

Marc Vtenot, chairman of 
Paris Eoroplace, an associa- 
tion set up to promote Paris as 
a financial centre, is under- 
stood to have played a signifi- 
cant part in opening negotia- 
tions with London and 
Frankfurt, taking over from 
Mr Theodore. 

But a French official said Mr 
Theodore and Mr Vtenot bad 
worked “in tandem" through- 
out the talks that led to yester- 
day's breakthrough. 

Reefing hi US toad, Page 18 
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By Gordon Crumb in Amsterdam 
and Christopher Rrice in London 

The turmoil at Baan 
intensified yesterday when the 
Dutch business software group 
announced Jan Baan is to cut 
boardroom ties with the com- 
pany be founded 20 years ago. 

Shares in Rian, down 80 per 
cent since spring, rallied as the 
company said it intended to 
strengthen its board. At the 
same time Goldman Sachs, the 
US investment bank, said it 
bad built up a 10 l 5 per cent 
stake in Baan, making the 
Wall Street firm Baan's second 
largest shareholder. 

Mr Baan handed over man- 
agement to Tom Tinsley, chair- 
man, in July and planned to 
take a seat as non-executive on 
the supervisory board. But the 
company said yesterday that 
“after further reflection, he 
has decided to pursue other 
interests fitU-time”. 

It added that an extraordi- 
nary meeting of shareholders 
would be convened "early next 
year, or sooner” to ratify 
recent board changes and 
bring in additional non-execu- 
tive directors, who have so for 
not been named. 

These are to fill the supervi- 
sory board position which Jan 
Baan will not now take, and 
replace his brother Paul Baan, 
who is surrendering a role 
there. 

The announcement by Gold- 
man. which last month 
acquired a parcel of B aan con- 
vertible bonds, came in a filing 
with the Securities and 
Exchange Commission in the 
US. Baan shares are traded on 


Nasdaq as well as in Amster- 
dam, where they closed FI 1.60, 
or 7.6 per cent, higher yester- 
day at FI 22.70. 

That followed a FI 4.30 
plunge on Wednesday as 
uncertainties grew about the 
outlook for the company, 
which fell into loss in the third 
quarter. Baan has been hit by 
delays in orders for its enter- 
prise resource planning (ERP) 
software, which allows a man- 
ufacturer to manage its supply 
chain. The company blamed 
the delays on customers 
diverting resources to tackle 
the Y2K computer problem, as 
well as concerns over the 
global economic slowdown. 

However. Baan's main 
rivals, SAP of Germany and 
Oracle of the US, have 
reported strong results from 
the ERP market, and some 
analysts have criticised the 
Dutch group for being unable 
to manage its rapid expansion. 
In particular, a rash of acquisi- 
tions has left Baan with a port- 
folio of products which have 
not been properly integrated, 
analysts have said. 

Paul Baan runs Vanenbui^ 
Ventures, the brothers' private 
Investment vehicle. Vanen- 
burg, formerly called Baan 
Investment, has stakes in 
other high-technology busi- 
nesses and is a conduit of 
funds to their church-based 
charitable works. 

In recent weeks Vanenburg 
was forced to cut its holding in 
Baan Company to 29 per cent 
from 39 per cent as bank lend- 
ers said the share price slide 
meant they no longer had suf- 
ficient collateral against loans. 


Hopewell 
Holdings 
makes 
provisions 
of $736m 

By l ” llw ' Lucas in Hoag Krafl 

Hopewell Holdings, the Hong 
Kong Infrastructure and prop- 
erty group, which undertook 
some of Asia’s most ambitious 
public works projects, has 
mad** provisions of HK$5.7bn 
($736m) for the year to June 30. 

With work on some of its 
biggest projects - the Bangkok 
r ail and road system and a 
US$l.6bn power station In 
Indonesia - halted by the 
Asian financial crisis, the 
group underscored fts decl i ne 
by railing for a five-for-one 
share consolidation. 

Yesterday, the shares closed 
at HK$1.07, up 8 per cent on 
the day but about 10 per cent 
off its HKJ10A0 peak five years 
ago. 

Provisions for the full year 
were partially offset by a 
HK$2.67bn gain on the sale of 
the remaining 20 per cent 
stake in Consolidated Electric 
Power Asia, the group’s power 
arm. 

But Hopewell nevertheless 
reported a loss of HK$2£lbn 
for the year to June 30. This 
compared with a loss of 
HK$l.69bn for the previous 
year. Earnings per share fell 
hum HKt0.64 to HE&L39- 

The biggest provision of 
HKf4.4bn was against the 
Tanjung Jati B power plant 
project in Indonesia where 
work came to a halt two 
months ago as confidence in 
the country evaporated and 
hanks pulled in loans. Hope- 
well signed the deal at the end 
of last year, and one of the 
partners was the daughter of 
then President Suharto. 

A provision of HK{3Q0m fol- 
lowed Hopewell's removal by 
the Thai government from the 
US$3.7bn Bangkok elevated 
road and train system (Berts) 
in September last year - over 
which Hopewell is pursuing 
international arbitration. 

Other Hopewell problems 
include high debt levels and 
skirmishes over its expressway 
linking Hong Kong to Guang- 
dong province on the south 
coast of China. 

Sir Gordon Wu, chairman, 
said yesterday that the road 
made strong returns. Total 
revenue was boosted by 29 per 
cent, partly owing to a 20 per 
cent rise in the toll rate. 

The closure of Peregrine, the 
pan-Asian investment bank, 
led to provisions of HKll0.4m 
at the interim stage. 
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Talks aim to establish 
global energy exchange 


The firm with a Iona 
tradition of excellence in 
investment research, takes 
a disciplined approach 
to asset management. 


By Robert Condne in London 
and NBdd Taft In Chicago 

The world's two biggest energy 
Futures' exchanges In New 
York and London are entering 
into merger talks that could 
lead to the creation of the first 
global energy exchange. 

Talks between the New York 
Mercantile Exchange (Nymex) 
and London's International 
Petroleum Exchange are due 
to begin next month, with both 
sides hoping for an agreement 
“as soon as possible”. 

The decision to move 
towards a full merger came 
after the two exchanges Initi- 
ated a strategic alliance this 
year. Richard Ward of tire IPE 
said members of the two 
exchanges decided to emulate 
a growing trend among other 
international stock markets 
and seek a ftillscale tie-up. 

Patrick Thompson, the 
Nymex president has spelt out 
a vision of a more unified, 
globally based energy deriva- 


tives trading complex involv- 
ing linkages between the US 
exchange, the IPE and the 
Singapore international Mone- 
tary Exchange. Sim ex also 
trades energy products, includ- 
ing the IPE's flagship Brent 
Blend crude contract. 

Officials said a number of 
issues needed to be resolved 
before a merger could be 
agreed. These included 
whether a combined entity 
would continue to trade two 
separate crude oil contracts. 
Mr Ward said it was logical to 
retain both, given that users 
liked to trade the arbitrage 
opportunities between Brent 
and Nymex's premier West 
Texas Intermediate contract. 

The two contracts also have 
different characteristics. Mr 
Ward said WTI was a “domes- 
tic and landlocked” contract 
that could be influenced by US 
events while Brent reflected 
changes in the global supply 
and demand balance. 

Other issues to be resolved 


include whether to retain the 
present mutual ownership 
structure, the opening and 
closing times of the two cen- 
tres and whether to retain the 
open outcry system or move 
towards electronic trading. 
Nymex said a central Issue 
would be “what trading privi- 
leges our members could 
share". 

Officials said regulatory 
issues would also have to be 
clarified before a merger could 
proceed. The IPE is due to 
meet the Securities and 
Futures Association while 
Nymex will consult with the 
Federal Trade Commission. 

In recent years, price move- 
ments on the two emhang K 
have become increasingly 
inter-related. 

Mr Ward estimated that 35 
per cent of the IPE’s trading 
volume was related to develop- 
ments on Nymex. The two 
exchanges also have an 
Increasingly common list of 
members and users. 


And that's just the beginning. \A/e supplement 
proprietary Asset Management research with the firm's 
investment research and third party information, 
enabling us to offer clients a wide range of investment 
portfolios. Further we use the firm's quantitative took to 
heJp construct portfolios designed to best meet clients' 
needs. The fact is dear. The firm is Goldman Sachs. 
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Eurex set to address complaints 


Diisseldorf I SocGen to CUt 
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By Edward Luce, 
Capital Martels Editor 
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Eurex, Europe's largest 
derivatives exchange, will 
next week meet its London- 
based members to address 
growing concerns about the 
effectiveness of its electronic 
trading system. 

The exchange, which is 
the product of a merger 
between the Deutsche Ter- 
minbOrse, the German 
exchange, and S off ex. the 
Swiss exchange, has 
received a number of com- 


plaints from some of its 60 
London-based members. 

The London banks, which 
provide about 30 per cent of 
the demand Tor the futures 
on the German government 
bond. Eurex's largest con- 
tract have complained that 
the Eurex system is too slow 
to confirm trades. 

They have also said the 
system closes too early, with 
only half-an-hour “post-trad- 
ing" time to clear trades 
after the close of the market 
JOrg Frank e. chairman of 
Eurex, yesterday dismissed 


suggestions that Eurex's sys- 
tem was reeling its age. hav- 
ing been set up in 1988. 

“We have seen our aver- 
age daily volume rise by 320 
per cent since January," he 
said. “It Is inevitable that 
some problems will arise but 
we can deal with them.” 

However, the complaints 
come at a sensitive time 
for Eurex, which is In a 
head-to-head battle with 
the London International 
Financial Futures and 
Options Exchange to 
grab market share after 


monetary union in January. 

Liffe. forced to embrace 
electronic trading earlier 
this year after being toppled 
from its dominant position 
by the lower-cost Eurex. is to 
launch its first full-time elec- 
tronic platform in April 1999. 
The system, Liffe Connect, 
will become available Tor 
trading in equity options 
later this month. 

Eurex says the problems 
raised by its London mem- 
bers are largely due to 
unforeseen bottlenecks. Vol- 
umes on its system surged in 


September and October as 
international investors fled 
to the safe haven of the Ger- 
man government bond mar- 
ket through the derivatives 
exchange. On one occasion, 
turnover in the 10-year bond 
future exceeded one million, 
making it the mast heavily 
traded futures contract In 
the world. 

Liffe, which has also seen 
a surge in volumes this year, 
says that Connect will be a 
more sophisticated trading 
system than the one sup- 
plied by Eurex. 
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Stock exchanges must create single system 
write Vincent Boland and Samer Iskandar 
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W hen the heads of 
Europe's nine big- 
gest stock 
exchanges meet in Paris 
next week to try to agree the 
structure of a single system 
for trading the shares of 
European blue chip compa- 
nies, top of the agenda will 
be how to replace nine com- 
puter screens with one. 

That is the nub of the 
issue facing Europe's 
bourses as they try to put 
flesh on the skeletal plot out- 
lined in July by the London 
and Frankfurt bourses to 
create a unified trading sys- 
tem that would eventually 
become a pan-European 
stock exchange. 

The likelihood of an agree- 
ment among the nine is far 
from guaranteed because 
each represents a national 
institution with a strongly- 
developed sense or self-pres- 
ervation. But there is no 
doubt that the momentum in 
favour of a pan -European 
trading system is now 
unstoppable. 

“From the beginning, the 
aim has been to set up a 
European stock market to 
rival the US market." a 
senior French banker said 
yesterday. “That objective 
has overcome the difficulties 
in the negotiations." 

Si gnifican tly, the fact that 
the meeting is being held in 
Paris shows that the French 
financial markets have come 
around to the idea that one 
such trading system is what 
is required, and that the 
Society des Bourses Fran- 
caises (SBF) - which runs 
the French markets - has 


dropped its own tentative 
plan to set up a rival. 

The gathering is being 
interpreted by some as an 
attempt to soothe French 
amour propre and overcome 
its hostility to a pan-Euro- 
pean exchange dominated by 
the UK and Germany. A 
French move to join the alli- 
ance was inevitable after it 
failed to muster support 
from other exchanges for a 
rival trading platform, even 
though some of them were 
equally upset about being 
excluded from the early 
stages of the Anglo-German 
project. 

Some observers yesterday 
privately suggested the 
meeting, an SBF initiative, 
could be a gesture to wel- 
come the French to the alli- 
ance. and that it would 
begin building on the work 
done by London and Frank- 
furt on their proposal. 

An official at one of the 
exchanges that will be 
attending the mating said it 
was “a lot of fuss over noth- 
ing”. The alliance had 
already begun discussions 
with Amsterdam, which was 
the first European exchange 
to hint that it would like to 
join London and Frankfurt. 

Milan and Madrid then 
came on board and began 
discussions with the alli- 
ance. culminating week 
in the Spanish exchange’s 
formal announcement - the 
first from a European 
exchange - that it intended 
to join forces with London 
and Frankfurt. 

Nevertheless, there is 
widespread acknowledge- 
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ment that the French deci- 
sion to join the alliance is 
crucially important and that 
the meeting can take con- 
crete steps towards the goal 
of a single trading system. 

“With France on board, we 
have a very real opportunity 
to create a pan-European 
stock market," said Michael 
Marks, chair man of Merrill 
Lynch Europe and a board 
member of the London stock 
exchange. 


A ccording to Jean- 
Frangois Theodore. 
SBF chairman, one 
of the proposals at the meet- 
ing will be to set up a formal 
structure to oversee the 
development of the pan- 
European venture. 

It is believed that London 
and Frankfurt have not yet 
incorporated their strategic 
alliance, but the question of 


ownership and control has 
been one of the main French 
concerns about the original 
project, with Paris insisting 
that it must be an equal 
partner. 

“Ownership will be a topic 
at the meeting, and the SBF 
would like to have a fair 
share in this company" Mr 
Theodore said- 

However, other exchanges 
were tight-lipped about 
whether that issue would be 
addressed, while executives 
at the investment banks that 
are the exchanges' biggest 
users said the question 
should not be allowed to 
dominate the proceedings. 

“A new trading platform is 
going to have to be built 
anyway and they should not 
get hung up on who owns 
it," one banker said. “ Per- 
haps it should be a public 
company or something 


owned by 500 or 1.000 
hanks." However, observers 
said such a new trading 
system, the basis of a pan- 
European exchange, would 
take at least a year to 
build. 

Fund managers said yes- 
terday they would like to see 
the first steps taken at the 
meeting towards agreeing a 
framework for harmonising 
the way share trades are set- 
tled across Europe, and a 
signal that the rules govern- 
ing the listing of companies 
on the new exchange would 
begin to converge. 

The London and Frankfurt 
exchanges have already 
agreed that there should be 
joint access far each other’s 
members from January 4, 
but bankers sugge ste d yes- 
terday it was unlikel y that 
plan could include the other 
exchanges by that date. 


Mannesmann, the German 
conglomerate, yesterday 
announced a 20 per cent rise 
in nine month sales to 
DM3k3bn (SlS-lbn) and said 
full year profits were set to 
significantly outperform 
record earnings achieved in 

1997. 

The DOsseldorf- based 
group said its three main 

units, telecommunications, 
automotive products and 
engineering, all contributed 
to growth In sales. Sales at 
the fast-growing telecommu- 
nications division, which has 
established a significant 
presence in the liberalised 
German market, rose 38 per 
cent to DMCLSbn. The tele- 
coms division now accounts 
for 45 per cent of the group's 
sales in Germany. 

The company said it was 
putting the finishing touches 
to a European telecommuni- 
cations venture, called 
Eurounap, offering cross-bor- 
1 der services to multinational 
companies. Mannesmann 
will hold a majority stake In 
the venture and Olivetti, the 
Italian group, will also take 
a stake. 

Analysts reckon the com- 
pany, which has interests In 
both mobile and fixed net- 
work systems, to be one of 
the best placed to profit from 
the price war In the German 
market. The share price rose 
slightly yesterday by DM1J 
to DM170- 

Earnings were not dis- 
closed. The company said all 
divisions had contributed to 
a “substantial improvement” 
in profits and that the full 
year figure would be higher 
than the 1997 earnings of 
DML7bn. Mannesmann said 
it had reduced losses at 
Demag, its plant-making 
subsidiary. This had 
improved earnings at its 
engineering division. 

Mannesmann said slowing 
demand from south-east 
Asia was starting to make 
itself felt, but that this was 
“more than compensated" by 
growth in Germany, Europe 
and the US. . 

The .company said .full 
year sales were forecast to 
be up 10 per cent after strip- 
ping out the trading and 
building supplies businesses 
it is in the process of sailing 


Sod fete Gfenferale. the French 
hank- , is to cut so me of its 
debt trading operations with 
job losses expected in com- 
ing weeks, following a 
review of emerging market 
and fixed income trading. 

It said the decision had 
been taken as a result of 
trading losses amid poor 
conditions In emerging m a r - 
1 kets. “After an excellent first 
half, the International and 
finance divisions posted poor 
results in the third quarter." 
the bank said yesterday. 

“We have lost money in 
these sectors," said an offi- 
cial. “In some areas, we will 
cease our activities, in oth- 
ers we will reduce them." 

The company's shares 
ended 4.7 per cent higher at 
FFr780. 

Prices of emerging market 
bonds fell sharply in Augus t, 
after Russia announced it 
was suspending payments 
on some foreign currency 
debts. Although prices have 
recovered since, - yield 
spreads - effectively the risk 
premium attached to such 
bonds - remain above their 
levels before the summer. 

European economic and 
monetary union is the other 
important factor threatening 
hanks' earnings potential, 
with the introduction in Jan- 
uary of the euro expected to 
damp trading in the govern- 
ment bonds of the 11 partici- 
pating countries. 

Profits from these activi- 
ties have already started fall- 


ing as markets converge in 
the run-up to European Mon- 
etary Union, 

A robust domestic market 
helped SocGen offset its 
trading losses. Gross operat- 
ing income in the three 
quarters to the end of Sep- 
tember was FFrl 1 .6bn 
($2.05bn), up from FFTUAbn 
In the same period last year. 

“Retail banking activity 
c on tinued to grow at a simi- 
lar rate to the first hall," 
SocGen said. Deposits and 
loans have have grown In 
the French banking system 
in general as a result of the 
consumer-led pick-up in eco- 
nomic activity. 

provisions have also 
declined, as borrowers' cre- 
ditworthiness has improved. 
SocGen said domestic risk 
was “limited". This also 
applied to international lend- 
ing, with the exception of 
Russia and Asia. 

Equity activities (includ- 
ing primary, derivatives and 
brokerage) also "continued 
to show strong results”. 

In September, SocGen was 
the first French bank to set 
aside large provisions in its 
first-half results for emerg- 
ing market losses - FFriLSbn 
for Russia and FFriLSbn for 
Thailand, Indonesia and Mai- 
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aysia. 

The bank said these provi- 
sions were sufficient to 
cover developments in the 
third quarter. After review- 
ing its exposure to Brazil, 
SocGen felt “no additional 
provisioning" was required 
in the third quarter. 
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NEWS DIGEST 


BANKING 


Credit Lyonnais to issue 


shares in run-up to sale 


ADVERTISEMENT 


CUMULATIVE RECOVERY SYSTEM: 


Takeover I Nedlloyd confident 


Al long last the EU Commission has learned that the CRS, 
adopted as a trial for one year, no longer needs to be extended. 

This system, in addition to having brought about the serious 
mismanagement of the market, has cost Europe more than 
17 million ECU. 


talk lifts 


PetroFina 


despite fall in profits 


Importations of rice in the European Union, due to this system, 
saw a reduction in duty of around 2 2 % on 175,000 tons of rice 
thanks to prices which, from a technical point of view, cannot 
be justified. 

Rice producers in Europe want to launch an appeal so chat the 
necessary controls are carried out to check that the system has 
been properly applied by all the member states in the Union 
and to ascertain that the national lax regulations are being 
properly applied. 

Indeed we cannot say that those who have folly observed 
community regulations, through possible mechanisms 
guaranteeing legality, have not violated the tax regulations of 
the importing country. 

We therefore need to bring about every possible initiative to 
prevent further unjust advantages from taking place. 

Chairmanship 

Ente Naziortale Risi- Italy 


shares 


By Jeremy Gray in Ant 
and Charles Batchelor 
in London 
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By Neil Buckley fa Brussels 


I^odcCGfFvtbfl Hcdoaptiofi 

EUROPEAN COAL AND STEEL COMMUNITY lECSC) 


Notice to tbe faridn or FTL 39J00JMUMML 
Emo Note Progra mm e 1991/2999-2000-2001 
ftl* “Notes’^ 

NOTICE IS HEREBY GIVEN m accordance with Condition f> O of flic Tcm&> and 
CondHxm of die Note that die kwer will jedean pin of (be o u&uui&fl g N knee 
(The “PSffdaJ RcdempoofT) up Id die moufl oT ITL JOQUDQOjQQOl - pta ucoued 
i«c e 4 on [LVd December I9S (the l^dui Redemption 

The fata! Redemption wtU be effected as follows: 

I m. IxnOOJOOQ - on tte fallowing Settee m.7,7nOJ3DOJOOa - 10.06. Wl / 
June materialised by die Global Ccrtfieaae na 3 iqracnung 770 Naas 
hi (he J c »miMmw q of ITL lOjQQOjQOO. - each amtoed .VI to 3/77ft 

2. ITL IOO.OOO.OOU -on the footing Scries: ITL 7;^^ 

June 2000 raaicfahsed by die Global Ctfuficue no 4 repnanq g 770 taxes 
m the denoaurafeod of ITL KUfUjOOQ. - each numbered 4fl loVTID: 

3. TL UXLOPClOOGt - on (be fallowing Senes 1TL7.7QCIOQJJJOQ. ■ 1906.1991/ 
June 2001 axncriafised by die Global Certifies? no 5 rcpre i e n ri qg 770 Nobs 
in the deooosiudaa of ITT- ICMXX10UOL - each numbered S/1 to 5/770. 


Payment of die amount of the partial re demp tion together with the occnied interest 
of the Note wiQ be mode on die rctanux dare (hereof al die specified office of ifae 
Principal Plying Agent as indicated bekrov 

Claims apuivf (he ECSC wifi be presented ten yean jftcr (he dure «t lor partial 
redemption as reganfa (be jmouniof partial radea y o cn and fiveyeaa after ttredae 
set fur puymcsK os repaid* mtcre>L pursuant Lo Chndhioa II of tbe Term* and 
CtamHonofriia Note. 


SoddteEuropeennede Beoque 
19-21. Boulevard du Prince Hem 
L-1724 Lmcmbowy 


Dated 20.11.1998 


ARTAL GROUP SJk. 


Secadf suKmyfiK 

Rcghicitduflicr. 105. Grand-Rue ■ L-I66I Luwmh.wp 
R.C Luxembourg B 44 47(1 


Notice ix given of an Extraordinary General Meeting of Shareholders rf the 
Company in be held al lb c office* of Butquc de Luxembourg 5.A.. 
|4„ Boulevard Royal. 3449 Luxembourg- on Monday. November 30. 1998 

allIJnhw 


AGENDA 


1. Reduction or capital; 

2. Aupiisdoa of own xbarcu 

3. Cancellation of twi dsarrv: 

4 Amendment of Article 5 of die Article* of Avvociaiioo: 
3 Special power* given to die board of director*: 
ft. MhccUarrerat. 


The Board of Director. 


Shares in PetroFioa, the 
Belgian oil and petrochemi- 
cals group, rose sharply for 
the second day r unning yes- 
terday amid speculation that 
it could be taken over by Elf 
Aquitaine, the French oil 
company. 

PetroFina gained BFr750 
to BFY13.300 on the Brussels 
bourse, despite refusals by 
both companies - and the 
group of Baron Albert Frere, 
the secretive Belgian finan- 
cier who is PetroFina's 
chairman and biggest share- 
holder - to comment. 

But analysts said a deal 
would make sense and were 
re-examining a statement by 
Mr Frfere In August that nei- 
ther small nor large opera- 
tors could ignore the trend 
towards oil industry consoli- 
dation. He told a Belgian 
newspaper after the merger 
of British Petroleum and 
Amoco that “no one can 
remain indifferent to the 
evolution in the industry". 

“The flow of concentration 
currently under way is giv- 
1 mg food for thought to us 
and the management, and 
will influence our choice of 
strategic direction." he 
added. 

Analysts said control of 
PetroFina would allow Elf to 
exploit economies of scale, 
particularly in downstream 
activities and chemicals. 
Combining the two groups' 
marketing activities would 
give them an extremely 
strong position in Benelux 
and northern France. 

Mr Frfere, whose compa- 
nies control almost 30 per 
cent of PetroFina, is known 
to be interested in develop- 
ing his media and high-tech 
nology interests. In 1996, he 
used tbe proceeds from sell- 
ing 25 per cent of Tractebel. 
the Belgian energy group, to 
become the largest single 
shareholder, with 12 per 
cent, in Suez Lyonnaise des 
Eaux, the French multi-util- 
ity business. 


Nedlloyd, tbe Dutch 
transport group, expects to 
break even in 1998 despite 
the financial fall-out from 
Asia and charges linked to 
its container shipping joint 
venture with Britain's P&O. 

Nedlloyd's profit from 
ordinary activities totalled 
FI 5m (52.6m) in the third 
quarter, in line with analysts 
forecasts and down sharply 
from FI 32m a year earlier, it 
said yesterday. 

The same period in 1997 
included FI 16m in earnings 
from Mart inair, since sold. 
Net profits more -than dou- 
bled to FI 77m. but were 
skewed by a one-off FI 73m 
gain from disposals. 

Nedlloyd also blamed 
higher interest payments at 
P&O Nedlloyd, the container 
and shipping joint venture 
formed last year by the 
Dutch and UK groups. 

Nedlloyd’s share in the 


P&O Nedlloyd contributed 
FI 2m to the Nedlloyd result 
against FI 14m last time. 

Nedlloyd said that operat- 
ing profit will “clearly 
improve" in the fourth quar- 
ter and “approximately 
break even” for 1998 as a 
whole. 

P&O Nedlloyd. the merged 
container company, 
announced it had made a 
pre-tax profit of $7m in the 
third quarter of 1998 com- 
pared with a 517m loss in the 
same 1997 period. 

P&O Nedlloyd accounts for 
around 60 per cent of Ned- 
lloyd’s asset base and 10 per 
cent of P&O. 

The container shipping 
lines should be able to 
increase rates next year 
when there is a better bal- 
ance between demand and 
supply, Tim Harris, P&O 
Nedlloyd chief executive, 
forecast. 

P&O Nedlloyd, carried 
11 per cent more containers 
in the third 1998 quarter 
compared with the corre- 


sponding 1997 period, includ- 
ing containers shipped by 
the recently acquired Blue 
Star company. 

This increase more than 
compensated for the 4 per 
cent fan in average revenues 
per container. 

The imbalance in trade 
with Asia, which has 
resulted in full outbound 
containers but many empty 
returns, cost $10m in the 
quarter, the same as in each 
of the previous two quarters. 

Analysts said there would 
be further opportunities for 
savings from improved man- 
agement of its containers, 
the lower operating costs of 
new ships and on communi- 
cations costs. 

Operating profits rose 
20 per cent to $30m in the 
third quarter on turnover 
which rose 7 per cent to 
5886m. Containers handled 
rose 11 per cent to 654,400. 

In the first nine mmftc 
P&O Nedlloyd made a pre- 
tax loss Of $23m apaingt a 
loss of $74m last time 


Crfedit Lyonnais, the troubled French bank, is to issue 
122.4m shares as part of a capital increase (inked to its 
forthcoming privatisation. 

The shares will be issued on January 1 to EPFR, a gov- 
ernmental entity involved in the bank’s rescue*, in . 
exchange for the removal of a penalising clause which 
entities EPFR to a large chunk of the bank's profits until 
2014. 

The clause was created fa 1995 as part of the state- 
backed rescue of Credit Lyonnais. Its removal is a neces- 
sary step in the privatisation process, which is due to be . 
completed in the first half of 1999. 

The clause was valued at FFrl 9 bn by consultants Arthur 
Andersen earlier this year, based on the bank's estimated 
future profits. TNs was reduced to FFr15.8bn this week by 
the European Commission, after accounting for deteriorat-. 
fag market conditions following the summer’s, emerging 
markets crisis. 

Credit Lyonnais yesterday reported a 26 per cent rise in 
gross operating income fa the first nine months, to 
FFr9.4bn ($3.3bn) - FFr2 _2bn fa foe third quarter. Domes- 
tic retail banking activities remained strong in the third 
quarter, while international operations suffered from foe 
turmoil fa emerging markets. Samer Iskandar, Paris 
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STORfl ENS0 MERGER 




EU set to approve deal 
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Karel Van Miert, the European Union competition commis- 
sioner, last night indicated that he was ready to approve 
foe proposed merger between Nordic forestry groups 
Store and Enso, creating the world's largest paper com- 
pany. 

Although Mr Van Miert has imposed certain conditions 
on the deal, it is understood foe enlarged Finnish-Swedish 
group will not be requked to cut back paper or board pro- 
duction or close any plants. A formal decision from the 
commission Is expected by foe end of foe month. 

Store Enso, as foe new group is to be called, would 
control 75 per cent of foe European market for liquid 
packaging board. If foe Commission approval is delivered 
formally before foe middle of next month, Enso of Finland 
win be able to proceed with a share offer to investors in 
Store of Sweden, fa which they will convert existing stock 
into new shares in Store Enso. Tim Burt Stockholm 
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KPN in internet venture 


. consider 


By Gordon Granb fa Amsterdam 
and EBchanl Waters 
fa Hew York 





Lex, Page 16 


KPN. the Dutch tele- 
communications utility, and 
Qwest, a fast-growing US 
communications carrier, are 
to create Europe’s biggest 
network for internet traffic, 
in a venture which they said 
may lead to joint activities 
in other areas of the 
telecoms market. 

The two are putting exist- 
ing fibre-optic «nkg valued 
at $700m Into the project, 
called KPN Qwest and are 
committed to spending a fur- 
ther $500m over tbe next two 
years. The operation, to 
begin in January, is due to 
produce 1999 revenues of 
some $400m and grow by 
more than 40 per cent a year. 

Joseph Naccblo, Qwest 
chief executive, said: “This 
will allow our customers to 
manage their data, video and 
voice networks as these con- 
verge." The venture is to 


serve multinational compa- 
nies in general as well as 
other trigflnrwg carriers and 
Internet service providers. 

Qwest is at the forefront of 
new broadband carriers in 
the US. It expects to com- 
plete its 18, 500-mile fibre-op- 
tic US network by mid-1999. 
ahead of rivals. 

The existing KPN network 
will put the new venture 
□eck-and-neck with MCI 
WorldCom, the US carrier 
which has embarked on the 
most ambitious European 
network construction. Mr 
Naccblo said. 

Cable & Wireless of the 
UK is high on the list of car- 
riers that the venture hopes 
to attract. Qwest already 
claims a close relationship 
with C&W in tbe US and the 
two are thought to have dis- 
cussed C&Ws possible pur- 
chase of “dark fibre”, or bulk 
capacity, on its US network. 

KPN, faced with a loss of 
domestic market share after 
telephony was opened to 


competition last year, has 
been laying fibre optic con- 
nections In 28 cities in 
Europe. It wfil bring to the 
business these so-called 
Euro Rings, described as 
Europe's largest internet 
protocol backbone. “Eventu- 
ally we wm also reach the 
private customer," said Wim 
Dik, KPN chairman 

He added that the venture, 
aimed at large European 
users outside the Nether- 
lands. was not intended to 
replace AT&T-Unisource 
Communications Services 
(Aucs). That tie-up - linking 
AT&T with the alliance 
between KPN. Swisscom and 
Sweden's Telia - is being 
unwound after the US part- 
ner linked with British Tele- 
communications. 

“We expect very soon to 
announce how Aucs in its 
new form will continue " 
said Mr Dik. 


Piraeus Bank, a fast-growing private Greek bank, is to 
raise Drioobn ($35 7m) through a rights issue next month 
to boost its chances of acquiring state-owned Ionian Bank 
fa a privatisation sale due fa January. 

. Jl? 0 nflhts Issue will include an international tranche for 
foreign institutions. Piraeus earlier this year raised OrSObn 
in fresh capital to finance the purchase of a controlling 
steke in Macsdonia-Thrace Bank, a small state bank 
off ered tor sale under foe Socialist government's fast-track 
Pnvahsahon programme. Macedonia-Thrace will be 
merg«j early next year with Piraeus to improve efficiency 
help speed foe group's growth. 

n in 84 P 01- 00111 '^crease in pre-tax 

?”^ TT lontfl Prof* 15 to Dr8.9bn. Consolidated group pre-tax 
profits rose 79 per cent to Or14.2bn. Kerin Hope, Athens 
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Vivendi buys Czech stake 
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MCI WaridCofn’s $500m fund, 
Page 20 


9rou P’ has paid an estimated 
t° a 43 per cent stake fa the second 
SSS® c !L water company from Hyder, foe UK utilities 

2ST 19 -n« investment puts Vivendi- 

runs the city of Pben' 5 water - in a Strong 

ftvandtiS St ^ countr y ,s Wflflest water util- 

ity ana tna last still in state hands. 

VodoIodS?^ a i- 36 stake m Swwoceske 

ZS ISCW). north Bohemia’s water . 

tvoftSd’ *° r . m 19 95. ScVK is foe country's most 

"raking Kc105m net profit last . 
year on turnover of Kc1.83bn. Robot Andersoa Prague / 
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BAD LOANS REQUEST BY JAPANESE CONSTRUCTION GROUP FUEIS HOPE THAT FINANCE HOUSES ARE SEEKING TO CLEAN UP THEIR BALANCE SHEETS 
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Aoki asks banks to forgive Y200bn of debt 

O 


i ■ ' 




«■ 

■ 

• W V, 


- «*.- 


J ¥*• 


A - 


- --W1 


J r 


c* -TJ 

t n 

a *• * * 

a 

• 

\ ,p ■ 
- / J % 

a ^ 

■s# A • ■ 

% 

‘■i. 


A -1' - * 


h; 

j. ■ 

K?' 5 

■■ 

■ *. 7 - ■*; 

, J, ■ 

,^r : 

/ ^ 

'SI 

■* fc 


" iUct- 

■ '- r -3c 

’ ■ * 7 -.- 






By GSfian Tea to Tokyo 

Aoki. a troubled second-tier 
construction company, yes- 
terday asked its creditor 
banks, including Asahi and 
Industrial Bank of Japan, to 
forgive 7200bn (gi.ebn) 
worth of loans as part of a 
last-ditch effort at restruct- 
uring. 

The request has fuelled 
hopes that the banks are 
finally seeking to restructure 
their balance sheets amid 
mounting government pres- 
sure. Some analysts suspect 
that the economic downturn 
is forcing them to accelerate 


decisions about how to han- 
dle the huge level of had. 
and partly bad, loans on 
their portfolios. 

James Fiorillo, analyst at 
ING Barings, said: “The 
ba nk s now seem more win- 
ing to go through debt for- 
giveness, as they now see 
the need to clean op their 
balance sheet as being criti- 
cal for their survival.* 

Aoki, which h a s a market 
capitalisation of Y32.7bn at 
yesterday’s closing share 
price of Y77, also warned it 
of a Y290bn extraordinary 
loss in tiie current year. 

Aoki yesterday admitted it 

■ 


had not yet received any 
firm guarantees that the 
banks would approve the 
restructuring plans. These 
envisage that the c ompany 
will cut its workforce - to 
1,350 over the next five 
years, half the current level, 
and withdraw from areas 
such as overseas construc- 
tion. 

However, IBJ and Asahi, 
which respectively have 
Y77.7bn and Y7Sbn loans to 
the group, indicated they 
would support the restruct- 
uring plan. This was 
designed to help “safeguard 
jobs" and “protect subcon- 


tractors" in the current 
economic climate. IBJ said. 

The request highlights the 
size of the problems facing 
Japan's ailing construction 
sector. This week Fujita. 
another ' building group, 
warned it would post a 
Yl50bn charge this year 

because of restructuring. 

Analysts suggest that 
other banks may take simi- 
lar steps towards troubled 
borrowers - not least 
because the half-year results, 
to be announced this week, 
are likely to hi g hli g ht again 
the scale of their bad-loan 
problems. 


Sanwa, one of the coun- 
try’s largest banks, for exam- 
ple, yesterday started the 
bank reporting season with 
news of Yl.430bn- worth of 
problem loans calculated 
under DS accounting stan- 
dards at the end of Septem- 
ber, up from YI.290bn in 
March. Of this, Y 825 bn was 
to bankrupt companies and 
Y319tan to “watchlist" com- 
panies - those where the 
loans are non -performing or 
restructured - while 
YU290bn are high-risk loans 
to companies with difficul- 
ties but not in default. 

Sanwa expects to post 


YSOObn loan-lcss charges for 
the full year, after Y2l5.9bn 
of such in the first half. 

However, it projected 
Y-lOObn parent operating 
profits in fiscal 1998 after 
reporting Y24Sbn operating 
profits and Yl3.2bn pre-tax 
in the first half. In the same 
period last year it reported 
Yl76.6bn in operating profits 
and Yl9.26bn in pre-tax 
profits. 

First-half operating profits 
rose at Daiwa, another large 
hank, to Y4&6bn, compared 
with Y42.3bn in the some 
period last year. However, 
the bank did not revise its 


bad loan as sharply as 
Sanwa: the total, under US 
standards, was Y934bn at the 
end of September, compared 
with YfiftSbn at the end of 
March. It projected YUTObn 
worth of loan-loss charges in 
the current year, after mak- 
ing loan-loss charges of 
Y53.6bn in the first half. 

However, the bank admit- 
ted that the recent stock- 
market tumble had created a 
Y380bn hidden loss on its 
equity portfolios. Accounted 
for nt market levels, this had 
brought its capital -adequacy 
ratio down to -1.94 per cent at 
the end September. 


Sega blames 
recession for 
fall in profits 
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; Credit Lyonnais to issue 
; shares in run-up to sale 


By Maoko Nakamae to Tokyo 

Sega Enterprises, the 
Japanese video games 
maker, yesterday revealed 
first-half lion-consolidated 
net profits down 76 per cent, 
from Y5bn to Yl-2hn ($9.8m). 
It blamed the poor results on 
the depressed local economy 
and the continuing economic 
crisis in Asia. 

But the company 
announced an extra Yi on 
s interim dividend of Y15 
' oo commemorate the launch 
next week of Dreamcast. its 
new games console. 

Sega took a Y5.3bn 
extraordinary loss in tbe 
period. This included Y3.7bn 
of valuation, losses on securi- 
ties holdings and Yl.4bn 
paid out in a lawsuit involv- 
ing Dreamcast 
Excluding exceptionals, 
parent pre-tax profits fell 
473 per cent from Yl&lbn to 
Y6.4bn, while sales dropped 
30.4 per cent from Yl2&Sbn 
to Yl00-9bn. 

Sega said that the ptiri- 


kura, or print dub, boom 
bad peaked and sales of the 
machines that print out nov- 
elty stickers stamped with, 
self-portraits had fallen. 

It lowered its estimates for 
the full year, predicting non- 
cansoljdated profits exclu- 
ding exceptionals of Y12bn, 
compared with YISbn fore- 
cast previously. 

Sega also issued its second 
group profits warning in two 
months. It lowered its esti- 
mate for pre-tax profits 
excluding exceptionals from 
its forecast of Yl33bn last 
month to Yl03bn. It also 
changed its net p r o fi t figure 
from Y33bn to YLSbn, and 
its revenue prediction from 
Y325txn to Y31Qta- 

Sega attributed the modifi- 
cation to a worse- than-expec- 
ted slump in consumer 
spending in Japan which has 
led operators of games 
arcades to rein in invest- 
ment : in new games 
machines. The lack of hit 
games in the sector had 
inflicted further considerable 



NTT offering set 


The next chapter Sonic sets out on more adventures on the new Dreamcast console 


damage to the industry as a 
whole. 

The prolonged recession in 
Asia has also hurt Sega, 
which admitted that it had 
started to increase its focus 
on the region before the cri- 
sis began. - 

The games manufacturer 
denied that its production 


problems with Dreamcast 
were behind its decision to 
issue its second profits warn- 
ing, although it admitted 
that December sales of the 
new console would be hit, as 
it was unlikely to be able to 
keep up with demand. 

Tbe company had initially 
expected to produce lm con- 


soles by tbe end of 1998. but 
difficulties Involving a 
graphics chip manufactured 
by NEC.led it to cut its pro- 
duction estimate in half. 

Sega announced its results 
after the stockmarket bad 
closed. Its share price fell 
2198 per cent or Y80 to 
Y2.605. 


to raise $7.5bn 


By IficMyo Kskamoto to Tokyo 

Japan's ministry of finance 
is today expected to 
announce the sale of lm 
shares in NTT. the largest 
Japanese telecommunica- 
tions group, in what will be 
one of the top IQ offerings of 
this decade. 

The sale of a fourth 
tranche of shares could raise 
about ST.Sbn for the Japa- 
nese government, making it 
comparable to the current 
secondary issue by France 
Telecom. 

The move follows an ini- 
tial public offering last 
month of shares in NTT 
DoCoMo, the group's cellular 
phone subsidiary, which was 
the largest IPO in history 
and raised SlSJZbn. 

Share allocation is expec- 
ted to be made In mid- 
December with a prospectus 
released next week. The size 
and discount to tbe market 
price are likely to be 
announced at the end of the 
month. 

The finance ministry will 
keep 9.42m shares, or 59 per 
cent, after the sale. 

NTT’s share price has 


been under pressure, foiling 
from a high this year of 
Yl.28m to YS9S.000 yester- 
day, partly as a result of 
DoCoMo's listing, which has 
encouraged some investors 
to sell their NTT shares in 
favour of DoCoMo, and 
partly owing to expectations 
of a sale of a fourth tranche 
in NTT. 

Nevertheless, the finance 
ministry is under substantial 
pressure to sell part of Us 
NTT holding and raise 
much-needed funds for the 
government to finance a 
series of fiscal stimulus 
measures. 

The government plans 
eventually to reduce its 
shareholding to one-third. 

The announcement comes 
as NTT unveils first-half 
results today showing a 
downturn in its fixed-line 
subscriber base. However, on 
a consolidated basis, NTT is 
expected to report a firm rise 
in full-year pre-tax profits 
before exceptionals to 
Y653bn ($5.4 bn), against 
Y600.6bn, owing to a strong 
contribution from DoCoMo, 
in which it retains a 67 per 
cent stake. 


Ricoh hit 
by weak 
sales at 

home 


By Alexandra Harney to Tokyo 


Ricoh, the huding Japanese 
copy machine maker, said 

yesterday that the nlump in 
the domestic economy, 
which has slowed consumer 
spending and forced compa- 
nies to cut capital iru.ei.t- 
ment, damaged profitability 
m tbe first half. 

Consolidated pre tax prof- 
its foil 30.5 per cent, from 
Y32.26bn to Y2U.I1 bn 
iSlWrai. largely because of a 
weaker domestic market. 
Net profits slid 7S per cent 
to YlU.ltihn 

Strong sales In L'S and 
Europe, however, helped off- 
set the lushes at home. While 
sales in Japan were dawn 
4.3 per cent tn Yl'll lUbn. 
turnover oversea'- jumped 13 
per cent. European sales 
improved 33 per cent to 
Y136.93bn Sales in the 
Americas were up 14 per 
cem to Y 134. Tahn. Exports 
accounted for -U per cent of 
total turnover. 

The group h lamed the 
losses on sluggish demand 
and intense price competi- 
tion. 

Sales of copiers, which rep- 
resent nearly ihni-quarien* 
of total sales, slipped 5.2 per 
cent in Japan and !.:• per 
cent overseas. Sales of infor- 
mation equipment, which 
includes fax machines and 
personal computer compo- 
nents. fell 2U! per cent. 

Ricoh was also hit hy the 
downturn in the giubai semi- 
conductor market. Sales of 
semiconductors and related 
products fell 4.B per cent to 
Y19.5Ubn. 

In the year ending next 
March, the group said pre- 
tax profits would fall 31 per 
cent to Y47bn. against 
Y68.4bn last time. Sales 
would rise 1.7 per cent to 
Yl,427bn. The announce- 
ment came after the close or 
trading. Shares in Ricoh fell 
Y12 to Y1.096. 
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Toshiba reports loss as 
demand stays depressed 

Toshiba, the Japanese electronics group, yesterday went 
into the red on a consolidated basis forTbe first time to 23 
years. First-half group net losses were Y23.6bn ($193m) 
compared with a YB.Bbn profit last year, and a pre-tax 
loss of Y41bn compared with a pre-tax profit of Y8-7bn. K 
blamed depressed consumer demand in Japan and the 
economic turmoil in south-east Asia tor the poor results. 

Toshiba also admitted that it had been hurt by the global 
glut of semiconductors and the subsequent severe price 
deterioration in the market But ft said that it befieved 
prices were bottoming out, and may begin to rise again. 

However, operating income from its information and 
communications systems division was almost five times 
that achieved last year. Naoko Nakamae, Tokyo 
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Hong Kong job cuts continue 

Staff cuts at Investment banks in Hong Kong continued 
yesterday, with both Bear Steams and ABN Amro Asia, the 
regional Investment banking arm of t he D utch banking 
group, making lay-offs. Each Is understood to have cut 
about 20 tabs: at Bear Steams, the losses are mainly to 
the fixed income sector, while at ABN Amro Asia they are 
to the equities division. ABN Amro Asia attributed the cuts 
to ‘housekeeping’ in the face of weak markets. 

However, Goldman Sadis signalled a more bullish note 
for Asia yesterday when it signki a 12-year lease on brand 
new office premises that are almost twice the size of its 
current space. Louise Lucas, Hong Kong 

MANUFACTURING 




£V- • 

I' V < l ' 


K : i 


x . ■■ 


NKK considers JOB aid 

NKK, the troubled Japanese steel 

asking the government-backed Japan Devatopmart Bank 

. i : for financial assistance. The rrove 
, f\tW % merit last week that Nissan, 1 

rJ same banit ft te a further indkatKto that cast^trapp^^ 

j^^^ecompantes are being 
funding sources amid the country's 

squeeze and economic reckon. 
group, said the loan was “only oneopt^Jt trad Y4®n 
hoSstandtog loans from JDB to March IBM- 
half, parent losses totalled Y3Q.04bn, against profits of 
Y11 .23bn. Alexandra Harney, Tokyo 
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first half, whin lha rupiah 

losses ware Rpl.®™" « 1 5;®^ Q r TJ r Mtor for the 

, w^m uch ^ound has continued and yesterday ft 
% latest results. Hs raoouna r«* in losses 
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challenge of t 150m in to re cum- 
S^wfte^^abaa^* 8 saoaial^ hgM* teua. 

fiawdar Hioenes, Jakarta 


Egat to 
sell^stake 
in power 



BanfackB to Bangkok 


The state-owned Electricity 
Generating Authority of 
Thailand has approved plans 
to sell the unfizushe&Ratch- 
abuzi power complex to help 
alleviate the company’s 
impending cash crunch. 

Egat also said yesterday 
that it planned to issue 
another $300m In global 
bonds guaranteed by the 
World Bank - fifrailar to the 
landmark issue last month 
also backed by the World 
Rank - and borrow another 
3109m from export -credit 
agencies as well as raise 
Btiobn (S27.U0) locally. 

The -plans are subject to 
cabinet approval 

The plans call for between 
33.3 per cent and 42.5 per 
cent of a holding company 
i-nnim TMn^ the entire 4^300 
megawatt Ratchaburi com- 
plex to be sold to a strategic 
partner, most likely a for- 
eign investor. That stake 
was worth at least $490m, 
Egat said. 

Ratchaburi is expected to 
begin generating power in 
April, alm ost one year 
behind schedule. 

Egat would retain an 
equal stake in the holding 

company, while between 15 
per cent and 33 per* cent 
would be given to employees 
and reserved for a public 
offering. 

The holding company will 

set up two operating compa- 
nies, one to run the 1J600MW 
of combined-cycle capacity 
at- Ratchaburi and another 
for the 2£00MW of thermal 
capacity. 

Stakes of at least 25 per 
cent would he sold to private 
Investors in each of these 
operating companies. 

If electricity tariffs remain 
unchanged and all seven 
independent power produc- 
ers under contract deliver 
their power as scheduled, 
Egat is expected to . begin 
reporting-losses in 2000 after 
recording negative free cash 
flow in 1997, according to 
ABN Amro Asia Securities. 

Egat- win delay by three 
years, until 2008, plans to 
buy l^SOOMW of power from 
Laos. 

This, is a blow to the con- 
troversial $lJ2bn 900 MW 
Nam Theun 2 hydropower 
project which only this week 
reconfigured its development 
consortium and renewed its 
plea for World Bank funding 
which wOl' not be approved 
until Thailand agrees to buy 
the power. 
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TELECOMMUNICATIONS US GROUP TO SUPPLY VENTURE CAPITAL FOR PROMISING NEW COMPANIES AND TECHNOLOGIES 
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MCI WorldCom plans $500m start-up fund ma kes job cuts 
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By Richard Waters in Now York 
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MCI WorldCom is expected 
to announce Imminently a 
$50 C/m fond to] invest in 
start-up companies as a way 
to keep in touch with fast- 
changing telecommunica- 
tions and internet technolo- 
gies. 

The move highlights the 
speed at which the techno- 
logical landscape of the tele 
corns industry is changing, 
posing a threat to estab- 
lished carriers which remain 
wedded to outdated net- 


works business models. 

MCI WorldCom itself is 
already widely seen as one 
of the most technologically 
advanced of the big US tele- 
coms companies, and owns 
the biggest internet carrier 
in the shape of UUNet. But 
through a venture capital 
fund it would be able to 
extend its reach by provid- 
ing seed capital to promising 
new technologies and com- 
panies, said Bert Roberts, 

ch ai rm a n. 

“When you're as big as 
MCI WorldCom is, growing 


as fast as we are in our 
mainstream businesses, it’s 
hard to nnrtnre the little 
companies, the new technol- 
ogies,’' he added. 

The US carrier also said it 
planned to provide seed 
money to companies which 
are building their own net- 
works, such as the so-called 
decs, or competitive local 
exchange carriers. These 
local networks could eventu- 
ally provide ways for carri- 
ers such as MCI WorldCom 
to bypass the entrenched 
Baby Bell companies, creat- 


ing more competition in the 
SlOObn local market 

While its bigger rival, 
AT&T, has set out to piggy- 
back on the networks of the 
cable television companies 
to reach residential tele- 
phone customers, MCI 
WorldCom is likely to 
remain dependent on the 
Bell companies or new tele- 
coms start-ups. 

The fund will take over 
around 30 existing invest- 
ments made by MCI and 
WorldCom before their 
merger two months ago. 


These investments, with an 
estimated value of S350m, 
will be “rationalised’', said 
Mr Roberts. Some are likely 
to be sold, and others 
merged or given extra capi- 
tal. The company also said it 
would inject another S!50m 
to make new investments- 
Besides any investment 
gains from picking future 
telecoms technologies, Mr 
Roberts said MCI WorldCom 
was “looking toward what 
will strategically 
drive . . . network application 
businesses in the parent 


company”. MCI WorldCom is 
already further ahead in the 
fast-growing data and inter- 
net businesses than other 
large TJS carriers, deriving 
more than $2bn of revenues 
from these areas in its most 
recent quarter, or a quarter 
of its total revenues. 

Besides Mr Roberts, the 
former chairman of MCI, the 
fund will be overseen by 
Lawrence Tucker, a partner 
of the investment baink 
Brown Brothers Harriman. 
and Gordon Macklin, a for- 
mer chairman of the Nasdaq. 


By Tracy Corrigan hi Now York 




Tales of fraud and intrigue 


haunt the board at Livent 


Edward Aiden reports on a drama which has embroiled 
well-known figures of North American entertainment 


G arth Drabinsky, the co- 
founder of Livent, 
North America's largest 
live theatre company, has 
been a controversial figure 
In Canadian business circles 
since his days at the helm of 
Cineplex Odeon, the Toron- 
to-based movie theatre 
chain. 

But few would have imag- 
ined the scale of the contro- 
versy he has generated at 
Livent, which on Wednesday 
filed for bankruptcy protec- 
tion in the US. 

According to allegations 
filed in an Ontario court by 
the company’s new manage- 
ment. Mr Drabinsky master- 
minded an astonishing 
accounting fraud that for 
years fooled not only the 
company's auditors but a 
board of directors comprised 
of a who's who of Canadian 
and US investors. 

The suit alleges that Mr 
Drabinsky defrauded the 
company of some GS97m 
(US$82m) in pre-tax income 
through a variety of schemes 
including direct kickbacks, 
manipulation of expenses 
and the maintenance of a 
separate set of books known 
only to Mr Drabinsky, his 
partner Myron Gottlieb and 
few other insiders. 


Mr Drabinsky previously 
ran into opposition over 
allegedly aggressive account- 
ing practices at Cineplex and 
was forced out by the compa- 
ny's main shareholders in 
1989. 

But he went on to create 




The company 
bufft its own 
theatres in 
Toronto, New 
York, Chicago 
and Vancouver to 
stage lavish 
shows 


Livent, which is credited 
with reviving the grandiose 
Broadway musical across 
North America. The com- 
pany built its own theatres 
in Toronto, New York, Chi- 
cago and Vancouver to stage 
such lavish shows as Rag- 
time, Showboat and Kiss of 
the Spider Woman. 

To many savvy investors, 
it looked like a "can’t miss” 
proposition. Among Li vent’s 


board of directors and main 
shareholders are Thomas 
Lee. the Boston takeover 
specialist, Jim Pattison, one 
of the Canada's most suc- 
cessful entrepreneurs, and 
newspaper magnate Conrad 
Black, who expanded his 
stake earlier this year. 

When the company began 
to run into financial difficul- 
ties this year, the board of 
directors engineered a 
scheme to force Mr Drabin- 
sky out of day-to-day man- 
agement Former Walt Dis- 
ney president Michael Ovitz 
invested C$2Qm in the com- 
pany and New York invest- 
ment banker Roy Furman, 
who had previously acted as 
an investment banker and 
underwriter for Livent, was 
appointed chairman. 

in August, the company 
announced it had discovered 
serious “accounting irregu- 
larities” in recent financial 
statements, and trading was 
halted in Toronto and New 
York. 

According to the state- 
ment of claim filed by Liv- 
ent, Mr Drabinsky and Mr 
Gottlieb manipulated the 
financial statements of Liv- 
ent in such a way as to pre- 
vent detection by the board 
of directors and by investor 



Morgan Stanley Dean Witter, 
the US-based Investment 
hank and brokerage, yester- 
day cut 60 staff from its 
worldwide fixed-income busi- 
ness - about 4 per cent of 
the division. 

The firm is the latest on 
Wall Street to announce job 
cuts amid the disruption of 
financial markets that fol- 
lowed Russia's- deflault on its 
domestic bonds in August 
and caused substantial trad- 
ing losses for many firms. 
Last month Merrill Lynch 
cut 3,400 jobs or 5 per cent of 
its workforce. Other firms, 
such as . J. P. Morgan and 
Credit Suisse First Boston, 
have announced more piece- 
meal cuts, largely: affecting 
fixed-income and emerging 
markets businesses. 

"We have evaluated our 
business in the context of 
the current environment and 
we believe that we have a 
solid position vis-a-vis our 
competi tors " Morgan Stan- 
ley said. 

Following these cuts, the 


company expects staff levels 
- currently about 50,000 - to 
remain flat in 1969. 

The cute follow a 35 per V 
cent increase in fixed-income 
staff-in the past two years. - 
But people dose to the com- 
pany said aggressive staffing 
targets for 1999 were being 
set in all divisions during 
the current yearnend budget 


■ j - — ■ « 


- *• 


reviews. 

“We don't anticipate fur- 
ther reductions.” 

The job cuts will be spread 
across the fixed-income busi- 
ness. but the residential 

mortgage arm will be hit 
particularly hard, as the 
bank plans to move away 
£ro m that business. 

However, 'the group plans 
to maintain its strong pod-: 


tion in the commercial moitt 1 
a&sre and .asset-backend 


gage and .asset-backed 
markets. - -- 

: Morgan Stanley's net earn- 
ings fell only 5 per cent in 
the third quarter, much leas 
than most of its peers, partly 
because of its brood business 
mix, which includes credit 
cards and brokerage, provid- 
ing some stable earnings. - 


Sidor closes plants 


as demand slides 


By Raymond CoBtl In Caracas 






Ovitz v. 


toy sh areholder Mic hoo l Ovitz, left, and Lhent co-founder Garth Dratrfnsky 


groups. The schemes are 
alleged to include: C$7. 5m in 
direct kickbacks to Mr Dra- 
binsky and Mr Gottlieb 
through inflated construe* 
tion charges; expenses re- 
stated as assets, which 
inflated revenues; transfer of 
expenses from one show to 
another, which deferred 
their amortisation; expenses 
and payables that were not 
entered in the main ledge; 
but kept in a separate, confi- 
dential set of books; and a 
variety of smaller, personal 
enrichment schemes. 

On Wednesday Livent 
released re-stated financial 
results showing a reduction 
in net income of C$85. Lm for 
1996, 1997 and the first quar- 
ter of 1998 as a result of the 


alleged accounting irregular- 
ities. 

Mr Drabinsky is denying 
the charges. In his own law- 
suit filed on Wednesday, be 
is seeking C?l00m in dam- 
ages against Mr Ovitz, Mr 
Furman and several others, 
charging that they conspired 
to manipulate the books in 
order to create the Impres- 
sion that the old manage- 
ment was inept and subse- 
quently inflate the results 
achieved by the new man- 
agement 

Meanwhile, Livent is 
attempting to use bank- 
ruptcy protection to raise 
new short-term financing 
and to find a large strategic 
partner for the future, such 
as one of the big US studios 


or media companies. The 
company has hired SG 
Cowen and Donaldson Luf- 
kin & Jenrette as financial 
advisers. 

Li vents outstanding- debt 
is composed of C$l25m in 
debentures and about C$50m 
owed to its primary banker, 
the Canadian Imperial Bank 
of Commerce. The decision 
to seek bankruptcy was trig- 
gered late last week when 
the CIBC said it was unwill- 
ing to make further loans to 
keep the company afloat 

The Toronto Stock 
Exchange said It was cur- 
rently reviewing the revised 
financial statements to 
decide when and if Livent 
shares will be allowed to 
trade again. 


Sidor, the Venezuelan steel 
producer, has closed two of 
its direct-reduction Iron 
plants as a result of 
depressed global steel prices 
and plummeting domestic 
demand. 

Monday's partial shut- 
down, making 150 workers 
temporarily redundant, 
would last until mid- 
January, the company said 
yesterday, and the workers 
would receive half their sal- 
ary during that time. 

. Earlier reports suggested 
the move would lead to a 
shortfall of 175,000 tonnes in 
production of reduced iron, 
but Sidor said that figure 
was being revised. The com- 
pany insisted that Its total 
output and exports would 
not be affected, as steel fur- 
naces would be fad from its 


stockpiles and other direct- 
reduction plants. 

- Demand for steel in Vene- 


zuela dropped this year a&jft 
the country fell into a. deej^ ■ 


the country fell into a. deep 
recession. GDP growth fore- 
casts have gone from 5.5 per 
cent to a negative 1 per cent 
for this year. The oil and 
automotive industries, the 
principal markets for steel 
products, have been among 
the hardest hit Car sales 
have fallen for seven consec- 
utive months, and in Octo- 
ber reached their lowest 
since January 1997. 

Earlier this year Sidor was 
regarded as a success after 
its new management had 
apparently turned around 
the recently privatised, loss- 
making company. In Decem- 
ber of 1997, a Latin Ameri- 
can consortium acquired 
Sidor for $1.75bn. Including 
$5&im of debt. 



THE PROPERTY MARKET 


THE PROPERTY MARKET 


Luxury refurbished villa for 
immedesta occupancy in Berfln 
Gmnamfclt 550m 7 . Livable area, 
usable 2/3 as oomrecU premises 
or residence, 17 rooms, 4 
bathrooms, 2 Mtehens, 2 terraces. 


PRIME MAYFAIR OFFICE BUILDING 
Curzon Street W1 


Cheung Kong 
Finance 
China Limited 


Surviving a cash crunch 


Freehold For Sale 
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fen 0172090 48 07 
or 0034 639 755 759 
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Approx 12,000 sq ft 
Planning consent for refurbishment 


doe 1999 


A new round of mergers is likely in the US real estate investment 
trust Industry. Richard Waters examines the issues 


When in need, sell a race 
track. That seems to be one 
answer to the cash crunch 
that has hit some parts of 
the US real estate 
investment trust industry. 
Until recently, being fully 
invested in a soaring 
commercial real estate 
market was the only 
concern: now, it is all about 
staying liquid 
For some, any asset that 
can be turned into cash Is 
ripe for sale. But that is 
unlikely to be enough to 
fend off mergers. 

The last spate among 
public Reits in the US made 
for some very strange 
combinations. They included 
the union of Patriot 
American, a hotels company, 
with the California Jockey 
Club, which owned the Bay 
Meadows race track. 

Meditrust, a healthcare 
company, acquired the more 
famous Santa Anita track as 
it branched out from being 
an owner of nursing homes 
into budget hotels. - 
Both companies are now 
casualties of illiquidity. As 
long as the banks were 
fallin g over each other to 
lend and the equity and 
bond markets were churning 
out a sea of securities deep 
enough to lift all boats, it 
was easy for such companies 
to believe that the money 
would keep on Sowing. 

It did not take much to 
persuade the Reits that this 
was the case. Nothing 
prepared them for when the 
equity tap was turned off. 

The US tax code forces 
Reits to rely on outside * 
sources of capital. TO keep 
preferential tax treatment, 
Reits have to pay out at least 
95 per cent of their net 
income in dividends. 
According to Moody's, the 
rating agency, most go much 
further. That has left little in 
the way of a cash cushion in 

the event of an emergency, 
forcing the Reits to keep 
returning to the markets for 
fresh capital The spigot has 
now been turned off, with 
dire consequences for some. 
The good news is that 


most Reits have survived the 
dislocation in capital 
markets well. The bad news 
is that some financial 
structures have come 
unwound. Also, the 
likelihood that the capital 
markets will take a more 
sober view of the sector in 
future m eans the industry’s 
growth picture is not as ' 
bright as it once seemed. 

The problems of both 
Patriot American and 
Meditrust stem in part from 
their use of a financing 
technique that had become 
popular in tfae Reit sector 
over the past couple of years 
- the so-called equity 
forward contract A 
company would raise a loan 
with an agreement to repay 
the money by issuing stock. 
As long as share prices 
headed up, this seemed a 
cheap way of tapping future 
shareholders. 

Instead, the stock market's 
love affair with the Reits 
ended at the beginning of 
this year. That has made 
paying off the swaps more 
expensive than expected. 
According to John Kriz. 
managing director of real 
estate finance at Moody’s, 
the nature of the forward 
agreements differ some can 
be repaid in cash, but others 
can be settled only with new 
equity. As share prices faD, 
that can create a vicious 
spiral. It takes more new 
shares to repay a loan. That. 


in turn, dilates the existing 
shareholders more than 
expected, causing the share 
price to fall further - forcing 
the company to issue more 
new shares. 

What it called an 
“ill-timed" forward contract 
at Meditrust led Standard & 
Poor’s to downgrade the 
company’s debt to junk-bond 
status earlier this week. 

Patriot American's misuse 
of equity forwards was even 
more egregious. It 
committed to issue more 
than 13m shares at a time 
when its stock was above 
$25. but now faces a share 
price of less than $8. 

Both companies have 
found that a lack Of finanrrifl) 
flexibility can be dangerous. 
Patriot, forced to renegotiate 
both its equity forwards and 
its bank lines, has appointed 
investment bankers to 
advise it what to do next. 
Meditrust announced a 
break-up earlier this week. 
And both are intent on 
selling assets - Meditrust 
has just disposed of the 
Santa Anita race track, 
while Patriot, which has 
already sold most of the land 
around Bay Meadows, is 
planning quick disposals of 
its own. 

Despite tra umas like 
these, however, the overall 
financial health of the Reit 
sector remains good. 

Debt levels have been 
rising. Nevertheless, the 


average public Reit remains 
far less leveraged than the 
typical real estate vehicle of 
the late 1980s. As the chart 
shows, debt differs by asset 
class, but in most cases 
amounts to no more than 
half of total assets. Interest 
cover is also generally 
strong. 

According to Mr Kriz, 
most Reits have also 
extended the maturity of 
their bank lines and taken 
other stops to avoid the 
threat of a liquidity squeeze. 

Asset quality also remains 
strong. The dislocation in 
capital markets may actually 
help. The large amount of 
money available had led to a 
sharp jump in the price of 
prime office buildings, 
pushing values in some 
markets above replacement 
cost and prompting the first 
signs or a new development 
boom. That has come to a 
stop. “With the credit 
crunch under way. 
development will be stopped 
in its tracks before it gets 
going." said Larry Raimaxt, 
an analyst at Donaldson 
Lufkin & Jenrette. 

It remains the case, 
though, that the public Reits 
had based their strategies on 
a steady supply of new 
capltaL Acquisitions were 
expected to play a key part 
in the growth of the new 
mega-Reits. Without a fair 
stock market wind behind 
them, those acquisitions will 
be scarcer, and growth rates, 
for some, will be far less 
dramatic, according to Mr 
Raiman. 


SOUTH BEACH, MIAMI 
832 Collins Avenue 
For sale or investment 50 yds. 
from Banana Repubfc, fufly 
renovat e d two-story Art Deco 
gem, 9200 sq. ft, perfect ratal 
or restaurant U.S. 305-604- 
9412, 212-414-0014. 


EDWARD CHARLES 
& PARTNERS W1 

CHARTERED SURVEYORS 


0171-436 3210 


13- M W}fmorr Sara Lantern WIH OOU 
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Bank and Safety Building in Solingen - 
City (German, Rhine -Ruhr District) 


ffbfdiiigs (Ctriba) Limited 
ftaiporanfm How Kong 


Nm York Emrostment fan St 
up w dnfl abroad and Wh a lin g 
Amptoyaes i Now has mWt 
to mbhwi approximately 1,300 
ro nteb te sq. ft 6 n ri n doww d 


SoUngea is a huge city in ibe federal Land of North RMne-Westphalia 
with J65J000 inhabitants and more than 9j000 business enterprises, It has 
excellent logistic connections to the whole RMne-Rnhr District. 

Tfae building is fitted out with all safety equipment neceswy for the 
operation of a bank, inclusive underground car part 
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Inteftsrfcnod 19diNumnber.l998 
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carry a Rule of burnt i rf 53990? 
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Amcwt per US. S29UU0 Note 
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19di February. I W 
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REDUNDANT 
IN THE CITY? 


Stemmier Lmmobilkn GmbH & Co. KG Bahnbofstr. 46. 
D- 17358 Torgdow 

Tel: (+49) 3976-24030 Fax: (+491 3976 340320 
email: stemider-imiiiotelien^i-oalnie.de 


Then be your own boss firing 


Rae opportunity u pnetare (he freehold 
or kar of a ReoanfltfWinc Bar niA 
fivtog apcumnodgion ova: in ibe thriving 
makes w*n of Gfamtap 

Far man information 

Drib Jokn Spacer on 
(014581 832061 
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Northwest Area 
Foundation 


KIBA HOLDINGS 


THE CHASE MANHATTAN BAMC, 
or FtrfmKcA&mt 

November ML 1995 
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wiU accept bids until 
December 21. 199&, for foe sale 
of approximately 5.680 acres 
of timberiands and standing 
timber comprised primarily of 
Doogtas fir and hemlock 
in. Western Oregon. 

□ear Sweet Home . Oregon. 


Creating ImvesOate nl eppartmdtUs beam* 
So*tk Africa & Europe. 




Wfe target areas of high investment poientiaJ in Stal estate 
& Property development throughout the Western Cape 
It via die South African fimnial coadvts. 

By optimising exchanger against European & US cancncy 
wc can offer many areas of high return ponem ial 


Financial Times Surveys 


An invitation to bid and an 
informational memorandum 
can be obtained foam: 


Ai prestoii we are dealing with Coutmereul/privare n op er ty 
& real estate. Business and financial investment possSriliiiea. 
Small to large teak development projects. 


Ebro 


Full Wonaariixi coqoci Wayat or RobMe 

Tel: (UK) 0171 435 1607 Fax: 0181 4S2 7057 


Profile of a gpowtag sector 

Heal wtete Ir waalm e n l trust (Rate) aqpay market 

ophaHMtai by near (Sm) 

140 --- 


Res saw exposure m debt fff 

55 - 


R. A1*d Wight, Esq^ cA) MBter, 
Nadi, Wiener, Hager & Carisen 
LLP, Attorneys at Law, Suite 
3500, U1 S.W. Fit], Aram. 
Fortfamd, Oregon 97204-3699 


Mobile: 


reabocape^BoLoom. 
•He: 0958 555 212 


Valley 


Friday December 4 


USED CAR SUPERMARKET 


+ ShO|4>tagcto«K 


AesfctaM 


OflceMubtol 


351 


Information 


A SIGNIFICANT OPPORTUNITY IN 

THE NORTH WEST OF ENGLAND 

Fully operational, 5 acre custombuilt facility, 
with excellent motorway access 

Principals only p/ease 


Tor further infornniticn 
picas* contact; 


Linrfuy £in?ppjrd o Lcnrlnn 
Tel: +44 t?l £?3 322S 
>44 171 373 3204 
email: linds.iy.f.hopp.irti^rT.ccm 
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PO Box 06194, Financial Times, 

One Southwark Bridge, London SE1 9HL 
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Sidor closes pj, 

as demand slides 
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Dresdner Kleinwort Benson already has a 
record of bringing innovation to the Euro. 
We traded the first Euro-swaption, lead 
managed the first jumbo Pfandbrief and our 


communication between different areas of 
excellence, we provide direct access to a 
full range of euro products with the insight 
and strength that has made us top two for 


Global Head of Interest Rate Derivatives has all debt lead managements in Euroland 
been acknowledged as “Innovator of the 1997/8. Combine the benefits of London's 

Year in Europe”, Now with state-of-the-art traditional volumes and innovative approach 

a • ■ " 

technology, from new dealing rooms in both with the commitment that you would expect 

London and Frankfurt, we, bring you the best from a firm only metres away from the 

of both Ideations. Through a virtual office European Central Bank and the result is 

- • * ■ . ■■ 

environmentthat allows seamless better performance for our clients. 


For an innovative approach to the 
Euro, contact 

Frankfurt on Tel: +49 69 263 4082 or 
London on Tel: +44 171 475 6016 
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'■ ■Tnncjvstor of;^e yearin Europe".-^ 
\.. 5 ourc 6 . DeiwsliyQ^WBBk, May 18, 1996.. 

■ V . -- “. .jssued in the UK by- Weinwort Benson Urhited, 
V s . ; .'::^uiaiediv.SFAk.:; :■'. 

jt.-i . ' iwnbef of the presbrjeE Bank Group. 
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It's natural to dream about the future. But why not experience the astounding reality of 
advanced digital technology now? With Panasonic T(tau). Next- generation televisions 
for the television generation of today. 

Completely flat. Perfectly squared. T(tau) TVs incorporate original Wide Digital 
Plus technology and digital feature units for bright, sharp, exquisitely 
true-to-Iife images, combined with 5-speaker systems for 
powerfully real sound. Built-in capability to bridge the 


way to tomorrow's interactive multimedia. 




Panasonic— performance to meet the demands of 
a new age in home entertainment. 


Matsushita Electric 

PanasonkrTechmcs 
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ACCOUNTING GROUP SHRUGS OFF INTERNAL DISPUTE _ : ' 

___ 1 1 r« 

Andersen Worldwide 

revenues rise 23% 


* 


By An Kefiy 

Accountancy Correspondent 

Andersen Worldwide 
announced a 23 per cent 
increase in revenues to 
$I3-9bn in a statement which 
made no mention of the bit' 

ter dispute between the two 
businesses which it com' 
prises - Arthur Andersen 
and Andersen Consulting. 

Both sister firms appeared 
to shrug off their long-run- 
ning feud to report strong 
performances, with Arthur 
Andersen seeing fee growth 
of 17 per cent to $G.lbn and 
Andersen Consulting up 
27 per cent to $7.8bn. 

As the official arbitration, 
enters its second year at the 
Paris-based Internationa] 
Chambers of Commerce 
with a divorce the likely out- 
come - Arthur Andersen's 
worldwide managing partner 
praised his staff for concen- 
trating on business. 

“Our people have done a 
wonderful job staying 
focused on what truly mat- 
ters - delivering the highest 
level of service and expertise 
to our clients." said Jim 
Wadia. He said growth was 


forecast to increase to $10bn 
by 2001. 

Andersen Consulting's 
spectacular growth contin- 
ues, but details of its perfor- 
mance will come when it 
publishes separate calendar- 
year results. Both firms 

operate largely as entirely 
Independent businesses. 

Arthur Andersen, which 
judged alone would be the 
smallest of the Big Five 
global accountancy firms, 
said it had capitalised on its 
“one firm" global structure 
and the biggest growth had 
come in business consulting 
- with revenues up 43 per 
cent. 

The dispute with Andersen 
Consulting has largely been 
fiielled by a turf war over 
providing consulting ser- 
vices. Arthur Andersen is 
developing its consulting 
practices rapidly - but with 
a focus on the middle-market 
rather than its sister firm's 
traditional market of large 
IT-based work for big compa- 
nies. 

Arthur Andersen's success 
in continuing to produce 
results which largely match 
the rest of the sector has 


been helped by its develop- 
ment of a worldwide legal 
network with 1.500 attor- 
neys. a leading human 
resources practice and a fast 
growing corporate finance 
business. 

"We plan to become a lend- 
ing global corporate finance 
house, focusing on traftyo 
tions in the middle market 
for mid-market companies as 
well as mid-market transac- 
tions conducted by Global 
1000 companies," said Mr 
Wadia. 

He said the firm had not 
been overawed by the cre- 
ation of the giant firm of 
PwC from the merger of p* 
Price Waterhouse and Coo- 
pers & Lybrand. He pointed 
to three recent audit wins 
resulting from mergers in 
which PwC lost its position 
to Arthur Anderson - 
including that for Bank One, 
the result of the merger of 
Banc One and First Chicago. 

Arthur Andersen said that 
currency fluctuations had 
also knocked its perfor- 
mance by reducing the 
growth rote from 24 per cent 
in local currencies to 17 per 
cent in US dollars. 


Enlarged CD Now set 
to expand overseas 




By Alice Rawsthorn 

CD Now. the world’s largest 
specialist Internet music 
retailer, plans to diversify 
into Latin America and Aus- 
tralasia following its merger 
with N2K, its arcb-rivaL 

Both CD Now and N2E are 
based in the US, but started 
supplying compact discs, 
cassettes and videos to their 
European customers from a 
Netherlands distribution 
centre this spiring. 

N2K also established a 
similar operation in 
Japan. 

The two companies will 
continue distribution from 
the Netherlands -after the 
merger and may retain 
N2K*s Japanese set-up, 
according to Jason Olim, CD 
Now's founder and presi- 
dent. 

Sales to customers outside 
the US represent 22 per cent 
of CD Now's turnover. 

CD Now and N2K 
announced plans to merge 
late last month, and are 
seeking clearance from the 
US Securities & Exchange 
Commission, Mr Olim said. 

The former rivals agreed 
to merge as their businesses 
converged and the cost of 
operating as an internet 
retailer in terms of expendi- 
ture on promotion and soft- 
ware development rose at a 
time when Amazon.com. the 
US-based online bookseller, 
also expanded in 
music. 



Punp up the volumes: Jason Ofim is keen to tafle to other retailers 


CD Now and N2K plan to 
forge closer trading links 
with online retailers special- 
ising in other categories. 

CD Now already has recip- 
rocal promotional agree- 
ments with Reel for videos. 
eToys for toys, and Outpost 
for computer software. 

Mr Ohm said they are in 
talks with other specialist 
internet retailers keen to 
join the network, and plan to 
step up its activities by 
launching customer rewards 
schemes and charge cards, 
as well as continuing the 
joint promotions. 

Once the merger is com- 


pleted, Mr Olim also hopes 
to speed plans to launch a 
service whereby consumers 
will be able to buy albums 
online by downloading them 
on to their computers. 

He intends to start direct 
digital distribution by the 
end of next year. 

At the close on February 
10. the first day of trading 
after notation, CD Now’s 
shares were $22. 

However, after hitting a 
high of $35 in April, they 
declined to a low of $7V, on 
November 2. 

At Wednesday's close they 
stood at $13’;. 




Deutsche link 
puts Ameritrade 

on growth path 


By James Mackintosh 

Ameritrade, the sixth largest 
of the US o nline stockbro- 
kers, yesterday took its first 
step outside the US throu gh 
a tie-up with Deutsche 
Bank’s online subsidiary. 
Bank 24. 

This is the latest in a 
series oE deals by US brokers 
keen to tap the growing 
equity culture in Europe, 
particularly the UK. 

The link allows Amerl- 
trade customers to buy Ger- 
man shares and Rank 24 bro- 
kerage customers to buy 
stock in US-Listed companies. 
It is the first time online bro- 
kers have linked their har-ic 
offices across borders, and 
follows Ameritrade’s 
involvement last week in a 
planned electronic options 
market to compete with 
open-outcry exchanges such 
as the Chicago Board 
Options Exchange. 

Nasdaq-listed Ameritrade 
hopes to conclude further 
deals with brokerages in the 
UK and Canada by Christ- 
mas but refused to reveal its 
partners. Its aim is that 5-10 
per cent of its trades should 
be outside the US once the 
links are up and running. On 
its turnover of $i30m for the 
year to September this 
would amount to up to $13 m 
of extra revenue. 

The rapid pace of interna- 
tional expansion is made 
possible because Ameritrade 
is linking with local partners 


and not using its brand 
name. 

Neil Benedict, vice presi- 
dent of international devel- 
opment at Ameritrade, said: 
“This is something we 
wanted to be able to move 
quickly with. If we were to 
set up a local brokerage 
operation that would be a 
very difficult operation." 

Amerltrade’s domestic 
competitors are rapidly 
expanding into Europe 
through acquisitions, joint 
ventures and new 
operations, but all are con- 
centrating on the UK Cana- 
da's Greenline earlier this 
year bought Gall & Eke in 
the UK and Edward ~E Jones 
of the US is in the process of 
opening offices across 
Britain. E*Trade. the largest 
of the internet-based US 
stockbrokers, expects to 
begin operations through its 
joint venture with Electronic 
Share Information, a UK 
internet start-up, early next 
year. 

Guy Knight, head of Euro- 
pean communications for 
Charles Schwab, which 
bought Sharelink of the UK 
three years ago, said the 
company is almost ready to 
move into the rest of Europe 
via the internet. He said the 
UK was the natural base in 
Europe for US brokers 
because of the language, the 
large number of sharehold- 
ers and the deeper penetra- 
tion of the internet than 
many other countries. 
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TadTel 
staff strike 
over ECI 
merger 

By Avi Machife in Jerusalem 


Workers at Tadiran 
Telecommunications, the 
Israeli telecoms manufac- 
turer, yesterday shut down 
company operations by 
going on strike over an 
imminent merger with ECI 
Telecom, another Israeli 
company. 

The protest was the first 
challenge to restructuring 
plans by Koor Industries, 
Israel's biggest hol din g com- 
pany. Both companies are 
Koor subsidiaries. If com- 
pleted. the merger - 
announced in September by 
ECI and TadTel - will create 
a group with more than $ibn 
in annual revenues. 

Yesterday’s strike came 
after recovery plans 
unveiled separately earlier 
this week for Telrad. Koor’s 
struggling telecoms subsid- 
iary. Analysts said the move 
is crucial for Telrad's sur- 
vival. The company h.ns been 
struggling to reverse losses 
of Shk46m ttiim) in the year 
to September since losing 
big domestic contracts with 
Bezeq, Israel’s telecoms net- 
work. 

Koor will record an after- 
tax charge of ShklSOm in the . 
fourth quarter for laying off 
one third of Telrad's 3,000 
workers and refocusing on 
more profitable operations. 
Telrad workers are furious, 
and officials at Histadrut. 
Israel's trade union federa- 
tion, say a labour dispute .la 
unavoidable. 
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Dialog shares tumble 46 % after warning 
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By John tapper 

Shares in Dialog, the online 
b us i n ess information group, 
fell 46 per cent yesterday 
after it announced that it 
would not the deliver game 
in revenue predicted from 
the ambitious takeover that 
created the company in 
October last year. 

Dan Wagner, chief execu- 
tive, conceded that It could 
become a takeover target 
after its shares dropped to 


89p from 16S%p. About 54m 

shares were placed at 220 p 
during the £291m <$488m) 
Maid takeover of Knight- 
Ridder Information, when 
the company name was 
changed to Dialog. 

Mr Wagna-, who has been 
ciiiidsed by investors before 
for making over-optimistic 
growth assumptions, said 
Dialog was now in “the 
horrible position" of 
‘‘looking like an easy take- 
over larger. 


Analysts said they were 
concerned about the compa- 
ny's ability to meet Interest 
payments on about 040m of 
debt. Mr Wagner said such 
fears were “rubbish" and 
Dialog could meet estimated 
interest payments of £4m a 
quarter. 

Dialog, which sells busi- 
ness information to compa- 
nies over electronic net- 
works, is now valued at only 
£134m, compared with the 
£B3)m valuation placed on 


the business when Maid took 
over of its far larger rival. 

ABN Amro, Dialog's bro- 
ker. cut its fUIl-year earnings 
forecast by 43 per cent after 
the company announced rev- 
enues of £42.4m for the three 
months to September 30, and 
said fourth-quarter revenues 
were unlikely to be higher. 

Patrick Sommers, an expe- 
rienced US executive, was 
appointed chief operating 
officer under Mr Wagner six 
weeks ago. and now man- 


ages all the ope rating units. 
Mr Wagner, who holds an ll 
per cent stake, wfll concen- 
trate on deahnaking. 

Revenue slowed after the 
company responded to pres- 
sure from customers and 
amended a charging struc- 
ture brought in following the 
Knight-Ridder takeover. It 
aided its practice of round- 
ing up all charges to the 
nearest unit. 

Mr Wagner said the com- 
pany had “underestimated 


the impact of the price 
change” and had been over- 
optimistic. 

However, it had more than 
delivered the EJim cost- 
savings promised at the time 
of the merger. 

”1 have to take blame, but 
do I take blame to the degree 
that I should not be here? No 
way.” said Mr Wagner. He 
said his role in restoring 
Knight-Ridder had been vital 
and “it would have been a 
disaster" without him. 


COMMENT 


Dialog 


LLP in $ 529 m merger with IBC 
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By John Sapper, 

Shares in- LLP, publisher of 
Lloyd’s List, the daily insur- 
ance newspaper, and IBC, 
the specialist publisher and 
business conference group, 
rose strongly yesterday after 
confirmation they were 
merging to form a company 
called Informa. 

LLP closed 39p higher at 
272Wp, while IBC advanced 
72Wp to 437Wp. This values 
the combined company, 
which will operate in 16 
countries and have 5m cus- 
tomers, at £315m ($529m). 

The merger was welcomed 
by investors although the 
partners did not provide 
estimates of cost savings, 
and said most of the 
value of combining the 
companies lay in opportuni- 
ties to increase revenues 


RESULTS 


from cross-promotion »tuI 


by 

be 


"Opportunities for 
increased revenues will far 
outweigh potential cost 
savings." said Peter Rigby, 
chief executive of IBC, who 
will become executive chair- 
man of Informs if the new 
company Is approved 
shareholders. 

The merger is to 
effected by issuing 66 . 2 m 
new shares in LLP to DSC 
s h areholders. IBC sharehold- 
ers wflj have 5? per emt of 
the combined company, with 
LLP shareholders holding 43 
per cent 

The companies said there 
would be some cost savings 
from combining corporate 
functions, and merging 
offices in foreign wiimhim 
They said these would be 
quantified in spring next 



David GSbertson (left) and Peter Rigby 


David Ahmed 


year at the full-year results, there were "substantial 
David Gilbertson, chief cross-selling” opportunities, 
executive of LLP, who will These included establishing 
take the same role in the a set of conferences to match 
combined company, said LLP publications. 
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NATIONAL BANK OF CANADA 

USD 200,000^000 Boating Rate Notes due 2001 

In accordance with the Terms and Cortitions of foe Notes, 
notice is hereby given that for the Interest Period from Novem- 
ba’ 19, 1998 to February 1SL 1999 the Notes vrii carry an inter- 
est Rate of 5.48907% per annum. 

The Coupon Amount peyabte on the relevant (merest Pay- 
ment Date, February 19, 1999 wS be USD 140.53 
per USD 10.0W prrr^ annount ’ ■ 
of Note and USD 1.405.32 ' Agent 

per USD 100,000 principal 
amount of Note. 
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Forex, Futures, Options 
and Guaranteed Funds 


Telephone +1 345 945 3100 

;>._ x 

Website wwwicf bhxom. 


Facsimile +1 345 945 3199 
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Home and Office Software. 

fnt mor\- irifoJTTut i on ploittrO c-i'.r 
Tel: i*44 171 S73 324S 
Fa«u ^44 171 S73 4321 


Conferences &- Exhibitions. 

Tew more mtormation citl: 

To): ^44 171 S 73 3 S 49 
Fax: *44 171 373 20 G 4 
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The new Weekly Petroleum Argus 
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Petroleum Argus 


Free 
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If you would like to advertise, 
or require any 
further information, 
please contacts Sherie Donovan 
Tel: 0171-S73492S Fax: Q171-S73-3062 




U.S.MARKETS 

On-fine stock trading 
Servicing Overseas Investors 

www.swiftrade.com 



LEGAL NOTICES 


Na 05641 nf JWS 

IN THE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMBU4IE9 COURT 

IN THE MATTER OF NOR3HERN ASSURANCE COMPANY LIMITED 
IN THE MATTER OF CGU LINKED LIFE ASSURANCE LIMITED 
• IN THE MATTER OF^ THE COMPANIES ACT I9S2 

NOTICE 15 HEREBY GIVEN ffcoi a Pu'urao va on 6 OctcAct 19% pRsctded lo Her 


Hipta Conn of JdsDcc b fii^facad by Tbe Nortben A&sumct Connony Limitnl 
rNonten* - ) Cor aa onier wad* Pan 1 of Srhwklr 2C lo ihr Inwpncc Gapaft Act l%2 
fai UBendedl Dht AdT: 

li\ fancUonioc a aba c (Tbe Scbcmel Tor tbc cransler lo CGU LiaLcd Life Aiunnce 
( ftn mw ly GcOCrfii 1/1 ■**■! 1 toiwl | Jfc A juo tece Lmulcd) r*CdJ Linked Life'll 
of Ihr whole of the kag term biaaflee budac* amd on by Nonhem m eo> mevher 
Sic (bdodmci JariMmom * ly h arc 10 be treaued m orafaer Stasa Uw ihc purpiPo rf 
the AaL with the exception of HI balnea rdfusicd wider the scawmaix aptaaca itard 
3 April J990 h e aw Nonhem tad Cba—adal Union Life Awnnce Onopany Untiled 
inH AD- codex whkh Nonhem teb ar e» not Naked pcaoo a hdan a wnnen bj 
CULAC; and 

(plolan p oikwe for retard anBcn h noco t i tooc e wgh paeapraph 5«rf the vxuJ Fbrt L 
Cbptca of the Phlhaon and of a vepon an the lenm of ihc Scheme b> an n afc peii d rwi 
a mai y. i» taq ab e d h> paa^npk 3f!) cf Ihc said Part I, may be nKprcieiJ ai each of die 
oflioei (perilled b ihc Schedule hereto daring uaal h BMBto boon kt a period nf ai lead 
21 day* bepnaing whfa the doe of the fim pahbatioa of iku nonce. 

The Nnhioa im dhntftd » be heard be fo re the C awpaa Coan Judge x Ibe Royal Coon*, 
of Anita. Shank Loata VIQARXh 18jm> IW9 wd m> pom. inchMhnp an 
employee of Nonhem or CGU lJaked Life, who aOcgti ihoi he «nl«i1i 1 be jibcndy 
ifTecmd by Ihe ia n>iag oat of the Scheme may appear at the he ari n g in peroa »v by 
CBuod or sohdtor ahwat Any sezxoo who modi mi id appeae. and my jadiobuCikr 
of Nnten or OCU LhM Uft tftfmbi ham tbc Scheme hri due* oot wad to 
app ea r, it ached k> grvo Aotke *a writiflg of euck Hdcatioa or diucni, and Ibe raw** 
them* to the boUgM! earned below by \4Jmmy IW. 

Copies of ihc (pec ifled above will be su pplied ty mch tohdtom to jay perum 

icqaMng them bdbit the m a fcia g of as nnfcr oncri u dsg the Sdcmc m payment if Ibe 


• 19% 

mitirt A M ta (Reft DEDB/VRM), One S3k SneeL Lnmton EC? Y 8HQ 
SoGdW far Norfocra nd COL 1 Linkaf Life 
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Danka could 
seek protection 


By Jonathan Ford 

Danka Business Systems, 
tbe photocopier supplier 
which last month submitted 
to strict conditions imposed 
by its banks to avoid breach- 
ing loan covenants, yester- 
day warned it might still 
have to seek protection from 
its creditors under Chapter 
11 of the US bankruptcy 
code. 

In its latest quarterly fil- 
ing to tbe Securities and 
Exchange Commission, 
Danka admitted it might run 
out of cash during the four- 
month breathing space 
granted to it by Us 30-strong 
hanking syndicate. 

The shares fell 18!ip to 
3Sp. 

Danka blames its predica- 
ment on problems at its US 
operations, which date back 
to its £43Sm acquisition of 
Kodak's office equipment 
business in September 1996 - 
a deal that doubled Danka’s 


size. Boor trading in its sec- 
ond quarter bought tbe com- 
pany close to breaching 
clauses in its covenants that 
relate to the ratio of its cash 
flow to the amount of debt 
drawn down. 

Under the four-month 
waiver, tbe banks agreed to 
provide S75m of new loans in 
addition to its estimated 
Slhn of debt Danka said it 
had received 340m. but the 
remaining 335m was condi- 
tional upon it providing pro- 
jections and a business plan 
that were satisfactory to the 
banks. 

"There is no assurance 
that the business plan will 
be deemed satisfactory or 
that such loans will be 
made," Danka said. 

Danka also said it did not 
expect to have sufficient 
funds to make payments to 
Eastman Kodak, the US 
group that is one of its larg- 
est suppliers, for past deliv- 
eries of equipment. 
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Dan Wagner had little cn-di 
bifity even before yesterday's Dialog 
profit warning. Now it is torn Stop pro return* n me ftse 
to shreds. Dialog's ebullient All Shae since fte mer^r 

chief executive rarely resists 
tbe opportunity to put an 
optimistic spin on events. At 
the interim results only two 
and half months In- 

insisted that the Knight 
Ridder Information business 
Dialog bought Iasi year was 
under control. Now it 
emerges that sales, which 
were expected to take off. 
have since been static and 
are likely to fall in the fourth 
quarter. Alarm bells ought in 
have been ringing in mid-Oc- 
tober. when Dialog knew that September sides fijmres Ui-iv 
below expectations. It slioukl have issued a profit warning 
right then, not waited a whole month. 

Dialog bit olT mure than it could chew in huying the 
much-bigger Knight -Kidder and then misniiuiu'-ieri the acqui- 
sition. The immediate source of the revenue disappointment 
was an effective 7 per cent price rut in September. Given the 
high level or fixed costs and interest pii.waents. profits tn the 
fourth quarter will be virtually wiped mu With the share.-, 
down 60 per cent from the level at which ihev wen* suid to 
finance the acquisition, it is no wonder investors .ire spil- 
ling. The sadness is that Dialog still lias js item l. illy exciting 
technology for automatically indexing dneuuients - flimigh 
none of it from Knight -Kidder. Rut for now it will be its 
nickname, Dial-a-dog, that si irks 

LLP/IBC 

Birds do it. bees do it. even smaller companies tin it. And the 
last of those have an additional reason for getting together 
the scramble for investor attention. After yesteniaVs share 
price rises, the IBC/LLP pairing - valued at SUsni - has the 
FTSE 250 index in its sights. But sheer sin- i> not a good 
enough reason for merging. Other crileru must Ik* satisfied 
In this case, the business logic is straightfurwanl. Tli*- man- 
agement structure' looks top-heavy, with an exeeunve chair- 
man and chief exemtive. but at least it is clear who is on 
top: IBC. As for relative values. LLP iTimes Id ihe party un a 
much racier price, earnings ratio of 20-plus. For in shap- 
holders. the deal recovers most of the premium price they 
paid in the April notation. For lBC's, a rerating lias Ivon 
triggered. And if there are any other potential bidders, this 
move will flush them out. 


Trading remains tough at Scapa 


By Susanna Voyte 

Scapa. the industrial 
manufa cturing group which 
has issued three profits 
warnings this year, yester- 
day said trading remained 
difficult. 

Announcing a 16 per cent 
fall in interim pre-tax profits 
to £24.5m ($4lm). David 
Dunn, chief executive, said 
the downturn caused by 


Asian economic woes and 
the strength of sterling con- 
tinued. He said: "It remains 
tough and we don't t hink 
things will improve in the 
short term. We are looking 
at 1999 quite negatively." 

Mr Dunn said Scapa would 
continue trying to cut costs 
and raise efficiencies. 

The group, which last year 
took a £27 5m charge for 
restructuring, is on track to 


exceed the £6m cost savings 
forecast for this year. Mr 
Dunn said £3 5m had been 
saved in the first half, and 
the restructuring would 
effectively be completed by 
the end of the year. 

Turnover in the paper- 
making products and ser- 
vices division was 6 per cent 
lower at £112£m. while oper- 
ating profit fell 12 per cent to 
£17.4m. Demand for the 


group's products has fallen 
after substantial down-time 
in US paper nulls. The speci- 
ality materials division, 
which makes filtration 
devices for the chemicals 
and mining industries, saw- 
operating profit fall 52 per 
cent to £2.1 ra . on turnover 
down 13 per cent at SM5Um. 
Group turnover for the six 
months to September 30 was 
2 per cent down at £251 .3m. 


CONTRACTS & TENDERS 




INVITATION FOR THE EXPRESSION OF NON-BINDING 
INTEREST IN THE PRIVATIZATION OF THE COMPANY 
GENERAL MINING AND METALLURGICAL S.A. LARCO ” 


Within the framework of Law 2000/91 the Greek Government and the Shareholders of "GENERAL MINING AND 
METALLURGICAL SA. LARGO ” ("the Company" or "LARCO") have decided to proceed with its privatisation. The 
contemplated privatization will be effected through the assumption of managerial responsibility and the acquisition of the 
whole or port of die shares of the Company by a strategic investor (the "Privatization"). 

Potential investors are hereby invited to express their non-binding interest in the Privatization. 

A. Company Profile 

G.MJV1. SA. LARCO. established in 1989. constitutes the continuation of M.M.E LARCO S.A.. which was founded in 
1963. The Company's object is the mining of nickel exes and the metallurgical processing for the production of ferronickcl 
(FeNi), which is used in the production of stainless steel. The Company is one of the biggest European producers of 
ferronickel using indigenous ores. During 1997, tbe Company produced 17,609 tons of nickel and its sales were 1N45? 
tons of nickel, the majority of which was exported to countries within the European Union. 

LARCO’s metallurgical plant is located in Larymna, in the prefecture of Fthiotida. The Company currently possesses 
concessions in five Greek prefectures, owned or leased from the Greek State, the subsoil of which contains nickel ore. 

The company currently employs 1,323 people in all sites (mines, plant and administration). For the year ended 31 
December 1997, tbe Company's sales amounted to 374 bn GRD. and pre-tax profits were 1 3. 1 bn GRD. As of that dare, 
the Company's total assets amounted to 54.9 bn Grd and its net worth was 22. 1 bn GRD 

B. The Privatizafr ™ - Pmenri ure for Expressfonof non-Binding Interest 

The Organization of Financial Restructuring of Enterprises A.E (‘TRO'l, Public Power Corporation (“PFC'i. National 
Bank of Greece S.A. C‘NBG*T and Epsilon Kefalaiou S.A. Administration of Assets and Liabilities ( “EPSILON") 
(together, “the Shareholders”) have retimed National Investment Bank for Industrial Development S.A. r'ETEB.V'i. 
Baring Brothers Limited (“ING Barings”) and NBG International Limited (“NGBI”) (together, "ihe Advisors" i to act as 
Financial Advisors for the Privatization. 

Potential investors are invited to submit to the Advisors their expression of non-binding interest in the Privatization. For 
further information on the Company, potential investors may. at the discretion of the Advisors, the Shareholders and the 
Company, apply for an information memorandum upon receipt of a signed confidentiality agreement. Potential inv estors 
wiD also be allowed to make rite visits at a convenient dale to be arranged through the Advisors. AH inquiries relating to the 
Privatization should be directed through the Advisors. There should be no direct contact with either the Company or the 
Shareholders. 

Furthermore, potential investors shall be expected to submit to the Advisors no later than 26 February 1999. their 
suggestions for the accomplishment of the Privatization. Potential investors should specify among other things: 

* the extent of managerial responsibility they would be willing to assume 

• the number of shares in tbe Company that they would be willing to acquire 

• details of any capital investment program which would be undertaken and 

* any other terms and conditions 

After the completion of the above process, an invitation to submit binding offers will be published, including a timetable 
and the terms and conditions acceptable by the Shareholders and the Company and all other details concerning the process 
ns required by Law 2000/91. However the Shareholders and the Company reserve the right to discontinue or alter the 
|| process at any time. 

All parties interested in obtaining the information memorandum or any other relative information and/or clarification 
related to tbe above, should contact the Advisors as follows: 


ETEBA 

12-14 Amalias Ave. 
102 36 Athens 


ING BARINGS 

60 London Wall 
London EC2M 5TQ 


Mrs Elizabeth Gerasimatou Mr Matthew Han cox 
Tel: +301 - 329 6454 Tel. +44171 - 767 6591 
Ms Eleftheria Karachaliou Mr Robert Davies 
Tfel: +301 - 329 6205 Tel: +44171 - 767 6380 


NBGI 

Old Change House 
128 Queen Victoria Street 
London EC4V 4HR 

Mr Omiros Millas 
Tel: +44171 -661 5672 
Fax: +44171 - 661 5666 


Fax: +301 - 329 6253 Fax: +44171 - 767 7217 

Tins advertisement is directed in the United Kingdom only to persons of a kind described in Article 11(3) of the Financial 
| Services Act 1986 (Investment Advertisements) (Exemptions) Order 19% of die United Kingdom and is not directed, 
directly or indirectly, to any other class of persons (Including private investors) in the United Kingdom. 

This advertisement has been approved by Baring Brothers Limited and NBG International Limited which are resulaied bv 
the Securities and Futures Authority for foe conduct of investment business in foe UK. 

This advertisement does not constitute an offer of securities or a solicitation to offer securities to (he public in the UK for 
tbe purposes of the Public Offers of Securities Regulations 1995 or for any other purposes. 
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Notice of a Change of Agent 

To the Holders of 

Each Issue of Bonds/Notes Listed Below 

A 

NOTICE IS HEREBY C1VEN to the holders of ea c h issue (the Issue) of Bonds/Notes listed below (the Notes) of (he relevant bsuer listed below (the Issuer) 
that with effect front 21 December 1998 (the Effective Appointment Date), the relevant offitWafEliaies of Morgan Guaranty Trust Company of New 
York (Morgan Entities) will resign from their respective agency roles in relation to the Issues listed below and that brandies/subsdiaries of 
Citibank. N-A. located in the same cities as the relevant Morgan Entities will be appointed in their place ( Citibank Entities). The Citibank Entities 
replacing the Morgan Entities in the respective agency roles in relation to the Issues listed below will be Citibank, ISA, London office. Citibank. N.A.. 
Paris office. Citibank, NA, Brussels office. Citibank NA, New York office and Citibank AG, Frankfurt office as the case may be. The addresses of the 
various Citibank Entities are listed at the end of this notice. 


batter 

African Development Bank 

African Development Bank 
Afriran DneJopmou Bank 

African Development Bank 

African Development Bank 
fonm Di Roma, Frankfurt Branch 

Banca Di Roma, Frankfurt Branch 

Bank of China 

Bajcriftfh* Hypo- und Vrmnabank 


Description of Notes 

U.SJ5 1 .000.000,000 Euro Medium Term 

Note Programme 

VSSW0<mjm 7iT5% Bund* due 200Q 
Li ^500,000,000, 000 b_25% Fiwl Rate 
Noras Due 2002 

l : J5 .3500,000,000 7.375 per me, Bond* 

Due 2023 

1100,000.000 11.25% Bond* due 2001 

UjSJ 5150 : 000.000 Subordinated Siep-Up 

Rcdiia Rale Depuiuiy Recnpu Due 2 005 

UJ5jS 80.000,000 Subordinated Step-Up 
Floating Rate Depositary B e cqp ft Due 2005 

U£j 5200.000,000 Floating Rate Notes due 
2002 

DM2,000,000.000 4.5% Global Public 


Akueugcflellsctiafi (New York Branch) Sector Pfoadbricfe due 2002 
(origmally issued in the name of 
Bayerische Vereinabanie 
Aktiengeaellrichaft (New York Branch)) 

Bayerische Hypo- und Vereinabank 


.ALlimgeagUpchair (originally 
issued in the namr of Bayerische 
Hypoihckcn- und WechsH- 
Bank AktientgeseUadbafi) 

Bayerische Hypo- und Venetnsbank 
Akuengesdbch&fi (originally 
issued in the name uf Bayerbdie 
Hypothrkefl- und Wfdwl- 
Bank AktiengM^Uachafr) 

Bayerische Hypo- und Verdjvbaak 
Akriengesdlbchaft (originally 
issued in die name of Baycridche 
Hypochrkm- und Wechsel- 
Bank Aktieagesaelbchaft) 

BCH Floandal Sendees Limiicd 
(formerly Centra] Hispano 
Fmaudil Services Limited) 

British Gaa» InLrmstiaaal Finance B.V. 

BTM (Curacao) Holdings N.V. 

Credit Suisse First Bosidq Finance B.Y. 

Credit Suisse First Bom Finance B.V. 


Credit Suisse First Bruton, Inc. 

DSL Bank Deutsche SLcdlungs- 
und Urnkycntaibank 

DSL Bank Deutsche SiedlungB- 
urkd Londesrentcnbank 

DSL Bank Deutsche Stedhmga- 
imd LandcBientenbank 

DSL Bank Deutsche SiedhmgB- 
and Landesrefuenbank 

DSL Bank Deutsche Siedlungp- 
und Landesrenrenbank 

DSL Bank Deutsche Siedhing*- 
tmd Landearqnenhank 

DSL Bank Deutsche Siedhingp- 
und Landcareanenbank 

DSL Bank Detoschr Sirdhuigs- 
ond Laitdearentenbank 

European Investment Bonk 
European Investment Bank 

European Investment Bank 

European Investment Bank 
European Investment Bank 
European [m-astmeor Bank 
European Investment Bank 
European In vestment Bank 
European Investmmif Bank 
European Investment Bank 

European Investment Bank 
European Investment Bank 

European Investment Bank 

European Investment Bonk 
European In vestment Bank 
European Investment Bank 

European [iivnmteni Bank 
European Investment Bank 
European Investment Bank 
European Investment Bonk 
European Investment Bank 
European Investment Bank 


UJS-S1 50,000,000 Subordinated Collared 
Floating Rate Notes due 2003 


U.SJ5 15,000.000,000 Euro Medium 
Term Note Programme 


£100,000,000 6.75% Notes Due 1099 


U -5-5225,000,000 Guaranteed 
Subordinated Step Up Floating Rate 
Notes doe 2005 

U-5.S350,000,000 3.375 per <wi. 
Guaranteed Notes Due 1990 

Euro Medium Term Note Programme 

1155200.000. 000 Guaranteed And 
Subordinated Floating Rate Notes Due 2003 

1133200.000. 000 Guaranteed 
Subordinated Floating Rale Notes Due 
August 2003 

1^55,000,000.000 Euro Medium Term 
Note Programme 

£100,000.000 9.25% Subordinated 
Bonds Due 2002 

U3.S6.DOOflOO,000 Debt bsuanee 
Programme For The Issue Of Notes With A 
Minim mn Maturity Of One Month 
£150,000,000 7%’ Notes Due 2002 

US-$250, 000,000 6-25% Notes Due 1999 

U.S-S500,000,000 6% Notes due 2003 

U.S .$500,000., 000 5,75% Notes due 2005 

U JS $200,000, 000 5.75% Notes due 2001 

U5^2504)0i),000 5-75% Notes due 2005 

£218,000,000 7% Notes 199S 
U £.5250.000,000 Floating Rate Notes due 
January 3003 

U.S £20,000,000 Floating Rate Notes due 
31712/2007 

Yen Debt Issuance Programme 
U-S_$25O,OO0,00O 6.125% Notes Due 2002 
U5J530OJ(X)a00O 6.625% Note Due 2001 
£200,000,000 8% Notes due 2003 
U.SJSS00,O00;000 S.75% Bonds due 1998 
£300,000,000 7% Bonds Due 2003 

U.SJ5ljbOO,OOOJXX) 7.125% Naira Due 
September 18, 2006 

1^.8275,000.000 6% Votes due 2000 

JPY 3,000,000*000 Index Linked Notes 
Due 2006 

Yen 35-000.000-000 Floating Rate Notes 
due 2008 

UJS .5500,000.000 5% Bonds due 1*98 
£150,000,000 6% Notes Due 2004 

Yen 100,000,000,000 5.875% Bonds 
due 1999 * 


U-S_$500,000.000 6.625% Nous doe 1999 
ECU 400,000,000 8.5% Bonds due 2004 
Can S165.000J000 9% Notes due 2001 
Con S45O,0O(MMO 8.135% Notes due 2002 
£200,000,000 8.75% Notes due 2000 

ITL 350.000,000.000 Floating Rate Noim 
due 1998 


buer 

European Investment Bank 
European investment Bonk 
European Investment Bank 

European Investment Bank 
European Investment Bank 

European Inwrstxnont Bank 

European Investment Bank 

Finance for People (No.l) PLC 

Hocnekians (No.l) PLC 

Homdoaffl (No>1) PLC 

■ 

HomeloanB (No.2) PLC 

H>)Oieioans (N«2J PLC 

Homeloans (No3) PLC 

HooeJoazu (No.3) PLC 

Homekians (No3) PLC 

Hauer Finance (No.3) PLC 

Homer Finance (NoJJ) PLC 

Homer Finance (No3) PLC 

HSBC Holdings pic 

HSBC Holdings pic 

Japan Airlines Company, Ltd. 

Man Transit Railway Corporation 
Mass Transit Railway Corporation 
Mazeikiu Nafta 

Mazeckxu Nafta 

Ma&iltiu Nafta 

Mazeikiu Nafta 

Mitsui Toatsu Chemicals Inc or por at ed 
MLH Realty Investments VI N.V. 


Nonwb pic 

Papular Finance (Cayman] Limit rd 
Q-Crysca! Limited 


Sharp International Finance (ILK.) Pic 

» i 

" ■ 

Skandinavisfca EnskUda Banken AB 
(publ) 

Skandinaviaka Endtilda Banken AB 
(publ) 

Skandinaviska Enalnlda Banken AB 
(publ) 

Skandinaviaka Endtilda Banken AB 
(publ) 

SM International Finance Limited 

Some 

Taco PLC 

The Gillette Company 

TOC PJJM BS. Fourth Fxnandpg PLC 

TMC PXMA& Fifth Financing PLC 

TMC PJJM.B.S. Sixth Financing PLC 

TMC P.LMJ5. Snath Financing PLC 

United Mexican Scares 

Volkswagen Financial Services 
Aktien^setischaft 

Westland / Utrecht 
Hypotbeekban k N.V. 

Yorkshire Elec tri ci ty Croup pic 


Deaeription of Noiw 

Can £300.000,000 7.75% Naira due 2003 

US5300.000.000 8% Notes due 2001 

U£JS32L00O,0O0 Floating Rare Notes due 
31/12/2010 

Yen 20,000,000.000 6.625% Nous 2000 

PTE 15.000.000,000 5.625% Euro 
Fungible Notes Due 15 February 2028 

ITL 750,000.000,000 5 5/8% Euro 
Fungible Note due 2028 

DM 1,000,000.000 Differentiated Fungible 
Notes 1997 due February 2007 
£195,780,000 Class A Mtngage Backed 
Floating Rate Notes Due- 2036 

£112*500,000 Class A Mortgage Backed 
Floating Rate Notes Due 2030 

£10/100,000 Mezaaftine Mortgage Bached 
Floating Rate Noon Due 2030 

£21 1,250.000 daws A Mortg&gr Backed 
Floating Rale Notes Doe 2028 

£31,250,000 Mframioe Mortgage Back ed 
Floating Rate Notes Due 2028 
£387,050,000 daa A Mortgage Backed 
Floating Rate Notes Due 2028 

£30*100,000 Gas* B Mortgage Backed 
Floating Rate Notes Due 2028 
£311250.000 Claw C Mortgage Backed 
Floating Rate Notts Due 2028 

£38,000,000 Class A2 Mortgage Backed 
Floating Rate Notes due 2036 

£38^150,000 Class A3 Mortgage Backed 
Floating Rate Notes Due 2036 

£6.750.000 Mezzanine Mortgage Backed 
Floating Rate Notes Due 2036 

U.S.5250.000,000 Subonfimaed Collared 
Floating Rale Notes Due 2008 

£250,000,000 9-875 per cent. Subordinated 
Bonds Due 2018 

LLS 3250. 000,000 6 5/8 per cent. Bonds 
Due 2003 

Medium Term Note Programme 
Debt Issuance Programme 

U.S .$9,500-000 Guaranteed Floating Rate 
Notes due September 2000 (Series A) 

U^j9^00,000 Guaranteed Flouting Rase 
Notes due Seprember 2000 (Series Bj 
U .S.530,000,000 Guaranteed Floating Bate 
Notes due September 2000 (Series C) 

U5J55O,OOO,OO0 Guaranteed Floating Rate 
Notes due September 2000 (Series D) 

VSS 1,000,000,000 Euro Medium Term 
Note Programme 

Offering of up to 550 N.V. A Units 
consisting of US$41,250,000 11.5% Series 
A Bonds Due 2002 and 55.000 Shares of 
Class A Stock 

£200,000,000 8.875% Bonds Doe 2026 

U.S .$2,000,000,000 Euro Medium Term 
Note Programme 

IIS.S69,70O'OOO 3 3/8 per cent. Secured 
Notes Due 1999 and Covered Warrants to 
acquire shares of co mm on stock of Nihon 
Dempa KogyoCcu Lid 

UJ5-$3OO,000.0OO Euro MedhunTerm . 
Notes 

Programme For Ike Issuance Of Debt 
Instruments 

Yen 8,902^64,559 Subordinated Zero 
Coupon Notes Due 2001 
DM 170.000,000 Perpetual Subordinated 
Variable Rate Notes 

U-SJ$1 00,000,000 Perpetual 
Subardixiared Variable Rate Notes 

11551 10,0004)00 Floating Rate Notes due 
2002 

Programme ior ihe Issuance of Debt 
Instruments 

£200,000,000 10.375% foods due 2002 

UjSj 5300,000,000 6 per cent. Notes due 
November 14, 2000 

£200,000,000 Mortgage Backed Floating 
Rate Notes due April 2029 

£250,000.000 Mortgage Racked Floating 
Rate Notes Due August 2028 

£210,000,000 Mortgagr Backed Floating 
Rate Notes Due January 2029 

£335,000,000 Mortgagr Backed Floating 
Rate Notes Dae August 2031 

£100400000 12 (A per rant Notts doe 1998 
DM 1^00,000,000 Mufti-Currency 
Euro Medium Term Note PhgramsK 

U^.53,000,000,000 Debt Issuance 
Programme 

£200.000,000 9 1/4 per can. Banda due 2020 


Citibank, N.A. 

P.O. Box 18055 
5 Carmelite Street 
London EG*Y 0PA 
UK. 


Citibank, NJL 

Building 726 
1931 Bnicaign 
Brusselh 
Belgium 


Citibank, NJL 

CitktDQe. 19 Le Parvis 
Paris 92073 
La Defense, CEDEX 36 
France 


Gtibank AC 

Nak Mainzer Slrasse 75 
60311 

Frankfurt am Main 
Germany 


Citibank. N.A. 

111 Wafl Street. 5th Floor 
Zone 2 

New York, NY 10043 

UJS A. 


Morgan Guaranty Trust Company of New York 


20 November 1998 



GrcmdiStazioni 


i jftxsk L 4 «npinmai|i 

Request of interest 

Form ic doilo Stain, the Italian Railways Company, with it* subsidiary Metropolis, has started selection 
procedure for a pri\utc partner for Cirandi Siaziimi SpA. the company in charge of the project which aims 
u> requality, enhance and manage 13 railway stations in the main Italian cities, hosed on the outcome of 
a similar initiative tn the Roma Termini station. 

The railway sioimns im ohed in the project are: Roma Termini. Milano Ccntrak. Torino Purta Nuoul Venezia 
San la Lucia, \cnczia Mesne. Genova Bngnole . Gezxnn Porta Principe. Verona. Bologna. Firenze Sand 
Maria Nmclla. Napoli Ccntrak. Bari and Palermo. 

This procedure will Mart with a pro-selection of the prospective candidates. 

The pre- soled ion u ill be based on the fullnvking criteria, necessary for the succe^ of the project: suitable 
expenctiec in Italy or abroad in managing large commercial concerns such as shopping centres and office 
blocks and in complex investment planning, and valid motivation Ibr entenng into such partnership until 
rospcct to market and strategy 

ji\ny expression or interosl should be sent by fax no later than the 30* November 1998 to: 

Fcrrovie del In Static’ Programma Grandi Sisrioni 

c/o KPMG Consulting - Via Enore Pctrolini. 1 - IXJ197 Rome - Italy 

ilfr. Mariti Minna 
Tax: +39 06S07 75 1R 

The sponsor! reserve rhe nghL at their sole discretion and uiihaut slating the reason therefor, to modify', 
interrupt or uaminatu 1 the partnership selection process us * ell as to supplement and update the mfonnotion 
and all the relative documentation supplied during the procedure. 



KPMG 


First 
Pacific -1 

FIRST PACIFIC CAPITAL LIMITED . 

f Incorporated in Hong Kang under the Companies Ordinance, 
f Chapter 321 with limited liability ) 

US$60, 0060)00 

Guaranteed Floating Rate Notes doe 2000 
guaranteed by 

FIRST PACIFIC COMPANY LIMITED 

\ Incorporated in Bermuda under rhe Company Act . 1990 wick 

liimtftflidhlilyj ' 

In accordance with the provisions of the Floating Rate Notes, notice 
is hereby gKm that for the period from 13/11/98 to 1 35/99 tbc Notes 
will cany an Interest Rate of 639063% per annum calculated on a 
principal amount of: 

US$32,130.67 per Note ofUSSUXXXOOO 

Standard^Chartered 

Standard Chartered Bank 
As Reference Agent 


7b tha Holders at 


The United Maarirsin States 

OoDateraHaed Floating Bate Bonds Due 8019 


NOnCS IS HERSBT CKVHN Qm* the t&leroet vaiss uuwlif the 
MnAmberlB. IBM to Uhr tS. im (OSDi ud MNOte 10. iMStoftC sy w, 
1000 (CAN) m detailed bekr* 1 . 
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Halifax’s new chief 

V 

■ 

defends strategy 


By Christopher Brown-Hunes 

— nrinininiii '> I -* ■■■■ — — *- ~ 

James Crosby, incoming: 
chief executive of the Hall' 
fax. yesterday mounted a 
vigorous defence of the com- 
pany's strategy, dismissing 
criticism that it was a com' 
placent and undynamic 

or ganisati on that had lost its 
way since last year's £i8bn 
(SSObn) flotation. 

He reiterated the compa- 
ny!s ambition to be the lead- 
ing provider of peraonal- 
finandal services in the UK, 
and its desire to reduce its 
dependence on its core mort- 
gage and savings business. 

“Leading is not solely 
about size. We want tg be 
the biggest but we want to 
get there through, the quality 
of what we do," he said in an 
Interview. 

For much of the last is 
months the market has spec- 
ulated feverishly over Hali- 
fax's plans for acquisitions 
or mergers. The group, the 
country’s biggest mortgage 
lender, has been linked to a 
number of household names. 
Including Norwich Union, 
Prudential and Barclays. 

Mr Crosby, 42, will take 
over from Mike Blackburn 
as chief executive in Janu- 
ary. 

He said he would not com- 
ment in detail on the group’s 



strategy - including acquisi- 
tions - until its annual 
results in February. 

"It would not be appropri- 
ate for me to comment 
before 1 have got my feet 
under the table as chief exec- 
utive. People will expect me 
to communicate my strategy 
internally first and achieve a 
successful handover from 
Mike,” he said. 

Mr Crosby said Halifax 
with its 20m customers had 
many advantages over com- 
petitors. “We have a tremen- 
dous brand and franchise 
and we are essentially a low 


cost producer. These arc 
two core advantages of the 
business on which we can 

build." : 

He acknowledged the 
group had come under pres- 
sure "for not doing enough,” 
and suggested it might have 
done more to get its message 
across. “We have cieorly 
stated we are interested in 
making acquisitions, and we 
are always considering’ 
potential options and eval- 
uating them. But we would 
have been very seriously 
criticised if wc had made the 
wrong acquisition at the 

wrong price." 

The strategy was to reduce 
the bank's 'dependence on 
mortgages and savings from 
77 per cent of earnings to 68 
per cent within five years, 
and to 50 per cent within 10 
years. 

‘"These targets arc emi- 
nently deliverable,” he said. 
He emphasised that the bank 
had met expectations with 
its -satisfactory” results 
since flotation. “No-one has 
accused us of over-promis- 
ing.” be said. 

Mr Crosby indicated the 
group had seen a rebound in 
its mortgage share In the 
second half of this year, 
after seeing a £462m net out- 
flow of business in the first 
halt. 


Pictet leaves 
the family firm 


\ 


By Jane Martt as on 


Fabien Pictet a member of 
the Swiss banking family, 
has decided to leave the 
security of the family firm, 
Pictet to set up a hedge fund 
in one of the world’s most 
volatile investment areas - 
emerging markets. 

Fabien Pictet & Partners, 
the investment company set 
up this year by several for- 
mer employees of the Swiss 
private bank, launched the 
London-based hedge fund 
yesterday. It aims to raise up 
to $100m by December 11 
and up to $250m over the 
next IZmontbs... . . 

Mr Pictet who " was a 
partner of the family firm by 
the time he left last year, 
a dmit ted that it would be a 
lot harder raising money 
for his new fund, following 
this summer's economic 
turmoil. 

However, he said the situa- 
tion was a ‘little better than 
two months ago" because 
global interest rate cuts bad 
helped improve sentiment 
Mr Pictet said that his 
decision to leave the firm 
was still a -delicate- matter. 
He had always wanted to 
run a hedge fond, and had 
now “made enough money 


to put my dream together”. 

Mr Pictet said that London 
was the best place for the 
Dublin-listed fund because of 
the time zone and the regu- 
latory rigour. 

After five months waiting 
for approval from Imro, the 

fond Tnnivigftmwnt Watchdog, 
he said: “We are regulated 
by an authority which is 10 
times harder than anywhere 
else in the world. It's great 
to have that sense of secu- 
rity.** 

Hedge funds have been bit 
by a crisis of confidence 
since the near-collapse of 
Long-Term Capital Manage- 
ment, the US hedge .fond, 
this summer. The industry 
came under fire for foiling to 
give information to investors 
following this debacle. 

Pictet said yesterday that 
the new fund, which will 
invest in bonds, equities and 
derivatives, would offer 
detailed information to 
investors. Transparency is 
the watchword for hedge 
funds today,” said Jonathan 
Neill, managing director. 

The company is also set to 
impose restrictions which 
would prevent any of its six 
traders losing more than a 
combined 2.5 per cent of the 
fluid’s value in any quarter. 



lift marketing 


By John WSman 


Glenmorangie, the last 
independent quoted pro- 
ducer of. single malt Scotch 
whisky, is planning a Christ- 
mas advertising blitz for its 
products after a change in 
strategy designed to raise 
margins by reducing bulk 
sales to other producers. 

Campaigns on television 
and radio will promote sales 
of its malt whisky and wood 
finishes - malts matured in 
sherry and port barrels. 

The company- hopes that 
increased sales of its high- 
margin branded . products 
wQl more that! malm up for 

the profits lost on lower- 
margin bulk sales for use in 
blended whiskies. It believes 
it needs to retain Its stocks 
to meet demand for its 
branded whiskies, which 
rose 10 per cent last year. 

“We make three times as 
much profit on selling our 


brands as in hulk sales,” 
said' Geoffrey Maddrell, 
chairman. "We have planned 
carefully, to take advantage 
of the critical Christmas 
period.” 

The shift in strategy led to 
a drop in turnover In the 
first half, when most of the 
bulk sales normally take 
place. An 83 per cent reduc- 
tion in hulk volumes meant 
turnover for the 'half-year to 
September was down 7 per 
cent on last time at £21. lm, 
despite a 9 per cent rise in 
branded sales. This led to a 
27 per cent . decline in 
interim profits, to £3-33m 
($5. 6m). But Mr Maddrell 
said growth in the second 
half would lead to a “satis- 
factory outturn" for the 
year. “The new strategy 
means a rebalancing of prof- 
its. From 60 per cent in the 
first half and 40 per cent in 
the second, we expect the 
balance to be reversed.” 


Financial 
Objects 
may list 
at £100m 

By Paul Taylor 



Roger Foster, the computer 
industry entrepreneur and 
former chairman of ACT 
Group, is to bring Financial 
Objects, his second banking 
software start-up, to market 

Financial Objects, which 
has emerged as a leading 
supplier of advanced bank- 
ing software and services, is 
expected to be valued at 
about £100m ($163m) when it 
floats on the main market in 
London via a global offering 
next month. The Birming-| 
ham-based company plans to 
raise about £20m of new 
money through the offer, 
which is sponsored by Gold- 
man Sachs International 
with Hoare Govett as co-lead 
managers and joint broker. 

Mr Foster, who founded 
Financial Objects In 1995 
after be sold ACT to Misys 
for £193m, has about 40 per 
cent of the company, set up 
with venture capital pro- 
vided by Schroder Venture 
Advisors and Thompson 
Cive 8c Partners. He is expec- 
ted to retain about 20 per 
cent after the float - a move 
that will confirm his posi- 
tion as one of the most suc- 
cessful UK-based software 
entrepreneurs. 

Financial Objects .was set 
up to develop and market 
ActlveBank, a new genera- 
tion of banking software, 
designed to run Microsoft's 
Windows NT operating sys- 
tem. The company employs 
more than 200 people. 

The group acquired Inter- 
national Banking Systems, 
an established haniring soft, 
ware group, two years ago. 

In 1997 Financial Objects 
bad turnover of £i53m and 
made a pre-tax profit of am. 
For the six months to June 
30, turnover grew to £lQ.3m 
against £7 5m a year earlier, 
and pre-tax profits increased 
43 per cent to Il.fim. 

Mr Foster said the listing 
would help raise the profile 
of Financial Objects and 
enable it to become M a 
strong number two” to 
Misys in the international 
banking software market. 

“Banks and other financial 
institutions throughout the 
world have entered a process 
of rapid change which ■ is 
unprecedented in the indus- 
try.” he said. “This is creat- 
ing a growing demand for 
highly flexible business 
systems”. 


Dutch link-up for Eastern 


By Andrew Taytor 


Eastern Energy, the UK's 
largest electricity supplier 
and second-biggest domestic 
gas supplier, has joined 
forces with the Dutch gas 
distributor Energte Noord 
West to sell natural gas In 
the Netherlands. 

Separately, National 
Power, the UK's second larg- 
est largest generator and 
Union Electrica Fenosa of 
Spain are understood to be 
Involved in' talks to buy two 
Italian power stations from 
Enel, the state-owned energy 
group. 

The moves represent the 


latest In a rising tide of 
European acquisitions, joint 
ventures and strategic stake 
building to take advantage 
of the liberalisation of power 
and gas markets in the Euro- 
pean Union. 

Next February most EU 
members will be required to 
°pe» at least 25 per cent of 
their electricity supply mar- 
ket to competition, rising to 
at least 33 per cent by 2003. 
By June 2000, countries will 
have to open 20 per cent of 
natural gas markets to com- ■ 
petition, rising to 28 per cent 
by 2005. 

Eastern, bought this year 
tor fi4.45bn ($7.47bn) by 


Texas Utilities of the US. 
plans to sell gas to large 
industrial customers 
through its Compass Energy 
joint venture with Energie 
Noord West. The Dutch com- 
pany has 10 per cent of the 
gas distribution market in 
the Netherlands. . which the 
joint venture alms to 
increase to 12 per cent 
Eastern has ■ a can trolling 
interest in a Czech power 
company, stakes in two Nor- 
wegian hydro-electric power 
stations, development inter- 
ests in three .Polish power 
stations and a power trading 
joint venture with Lunds 
Energi of Sweden. 
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MANAGEMENT GLOBAL RETAILING • 

1 N«m sm „ 

When size 

■ 

Peggy Hoi finger talks to Ahold’s chief executive about ^his 
determination to make the Dutch food retailer the world /leader 1 

HS foes no? rf •*“ Dotcb in regions such as the UK 
KtJ boastful man Rut«,o 1 mfl ^ et , forc ® d tbe group to and Prance are limited due 
chief executive look ah J c> ? d earIler than to the concentration of a few 

.Sold, one of the »S SSI Hmn In tho» 

Ihv^nf^ ^ t0day *** rapid dev ^- Recently, however. Mr van 
!£L£LtJSi‘ opments * technology and der Hoevesn has decided to 
^ COfflmi ™ cations Ptay to the review that policy for 

int?n5? *■“* ?“ of 3 “ore broadly several reasons. “The intro- 

^*5^7? ^ r th I 5^ argues, duction of the euro and 

world s zmmber one food Our business is becoming other measures are setting 

more technologically Europe in the direction of 
^ ut u ^ 3th V 1 056 driven," be says, and size becoming a truly common 
next four years. Our inten- allows Ahold to keep up market “ he says; 

ton is to double^ sales," he with the best The company Ahold is Europe’s 10th 

P? 01 r affice 00 the spends the equivalent of largest food retailer, and the 


"■lIT'ltlHIIIIIIIIIIIIII ■■■^■■•■■#l|a«»al........... a .... 
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outskirts of Amsterdam. “In 
1997 we made sales of $26bn 
and we win have over SSObn 
in 2002." 

Size is everything - or 
almost everything - to thic 
Dutch oilman turned 
retailer, who became chief 
executive of Ahold almost 
six years ago. Being global is 
“increasingly a key to suc- 
cess. It is underestimated 
tremendously,'* he says. 

Ahold today is a vastly 


*We will not let 
the competition 
force us into 
making a move, it 
is not a gold rush’ 


market leader in four of the 
five countries in which it 
operates. But on a European 
scale, it risks being left 
behind if consolidation accel- 
erates on the back of a 
harmonised marketplace. 

“We do see a lot of concen- 
tration taking place in 
Europe. The .question is 
whether a truly global 
retailer in food can afford to 


4 


have such a relatively weak 
about l per cent of its over- position in Europe." 
cha n g ed company from the all sales on technology. “We As for the benefits of size 
canal-side shop set up by can spread the load of so often talked, about when 
Albert Heijn and his family investment in technology companies consider going 
in rural Ootzaan more than much more than smaller global - buying power, dis- 
100 years ago. companies can,” says Mr van tribution, and so on - Mr 

It is now the biggest super- der Hoeven. “For t ho s e that, van der Hoeven says it is 
market group in the Nether- do not have the saiac base, it necessary to look at bow 

becomes prohibitively expen- these are achieved. “Are 
sive." those economies of scale 

Ahold’s strategy has been gained by being a pan-Euro- 
to pursue growth mainly pean retailer, or by being a 
outside northern Europe, market leader in a single 
believing that opportunities country? Or do they come 


lands with more than 25 per 
cent of the market, and 
number four in the US. It 
operates in six countries in 
Latin America, five in 
Europe, and five in south- 
east Asia. Only Carrefour of 
France has more interna- 
tional exposure as a food 
retailer. 

But Ahold's first forays 
into international retailing 
more than 20 years ago were 
not spurred by any great 
global vision. It was simply 
the result of the oil crisis 
and the ensuing economic 
turmoil which put a socialist 
government in power in the 
Netherlands.. 

The election' sent a shiver 
of fear through the Heijn 
family and. seeking to pro- 
tect their assets, they began 
to invest abroad. 

Since then, the drive to 
international expansion has 
been fuelled mean by indus- 
trial logic than by politics, 
van der Hoeven admits 

t the ‘relatively anall size ' Albeit He$ti Supermarket, Holland: from carat-aide Shop to this 


from being a global 
retailer?" 

The Ahold chief executive 
does not pretend to have the 
answers. “It depends on how 
the Food industry looks at 
this," he says. “Can we have 
better partnerships with 
manufacturers because we 
have a position in Europe or 
do we already have that 
because we are a global 
player? The answer will only 
come when specific opportu- 
nities present themselves 
and we study those opportu- 
nities.” 

In the meantime, Ahold 
has been pursuing interna- 
tional growth through two 
methods: equity stakes in 
businesses in high growth or 
emerging markets, allowing 
tbe company to use the 
expertise of local retailers: 
and acquisitions in more 
mature markets, such as the 
US. In both cases Ahold is 
careful to preserve tbe brand 
names of existing busi- 
nesses. adhering to the rule 
“think global, act local". 

“You pay goodwill for the 
franchise a chain has and 
you do not want to throw 
that away,” says Mr van der 
Hoeven. “We find 90 per cent 
of the synergies out there by 
preserving the name but 
integrating the supply side 
of the business. That way 
you create a continuation of 
economic scale but at the 
same time serve the local 
needs of the customer." 

Farts of Ahold's expansion 



MANAGEMENT BURN-OUT 


VSn der Hoeven: 'Wo see a lot 


Too hot to 

be healthy 





Ahold facts 

• Operates in 17 countries 
and Is the biggest foreign 
food retailer in China, with 
40 stores in Shanghai. 

• Pro forma, total sales this 
year are forecast at S35bn. 

• Net profits expect e d to be 
more than FI 1. 11m. 

• Stated goal of 15 per cent 
growth in annual earnings 
to 2000. 

• Netherlands accounts for 
one-third of total sales and 
operating profit 

• North America returns 55 
per cent of sales, almost 60 
per cent of operating profit 

• Best of Europe and Asia 
generates 8 per cent of sales, 
5 per cent of operating 
profit 


strategy have been critic- 
ised. Recently Ahold paid 
USS2JBbn to buy Giant the 
US east coast supermarket 
chain. The deal may have 
consolidated its position in 
the world's largest developed 
food market but it also 
resulted in Ahold's second 
equity issue in less than a 
year. 

Mr van der Hoeven shrugs 
off the criticism. “We throw 
off little net cash. So any 
acquisition of size needs to 
be financed from external 
resources." In his view, it is 
better to pay up for a good 
business than to get a bad 
one on the cheap. 

“We feel better making 
good companies better than 
turning a business round,” 
he says. “Turnrounds take a 
lot longer and a lot more 
management attention. And 
if we acquire a good chain 
we can much mare effec- 
tively exchange best prac- 
tices with it" 

Mr van der Hoeven is clear 
about the benefits of being 
the biggest foreign food oper- 
ator in the US. “In Ho lland 
we are good at everything on 
the supply side of the busi- 
ness. In the US we are more 
demand-side oriented,” he 
says. That means there are 
“a lot of specific customer- 
oriented initiatives in the US 
that are useful in the Dutch 
operation and a lot of 
systems logistics in the 


Netherlands that are useful 
for the US operations." 

The international expo- 
sure is particularly useful in 
a mature market like the 
Netherlands, where building 
new stores to generate sales 
growth has not been an 
option for many years. 

Ahold has extended ser- 
vices. such as home delivery, 
on the back of experience 
gained in Argentina where 
its Disco chain runs a free 
and profitable operation. It 
is also using the expertise of 
US operators to extend its 
in-store pharmacies in the 
Netherlands and to cope 
with the management of 
costs arising from extended 
opening hours. 

“We can experiment more 
in tbe Netherlands than we 
do in growth markets.” he 
says. “Then we use the expe- 
rience we have here in other 
markets." 

Mr van der Hoeven ’s 
vision and conviction are 
compelling. But does his 
stated ambition to be the 
world's largest food retailer 
put Ahold in danger of sim- 
ply doing deals for tbe sake 
of it. given the fact that its 
international rivals are wak- 
ing up to the benefits of 
international expansion? 

Absolutely not. says Mr 
van der Hoeven. "We will 
not let the competition force 
us into making a move. It is 
not a gold rush.” 


Anxiety, depression 
and stress at work 

can end in personal 
catastrophe, says 
Alison Maitland 

Sandy Wilson, a 
senior human 
i w ■ resources consultant 
leading a project for an influ- 
ential but troublesome cli- 
ent. was feeling frustrated, 
overworked and low on 
energy. 

At -IP. hi- had the experi- 
ence to handle the problems 
but had lost the will. His col- 
league's felt his grip on the 
project was slipping. He had 
recently lost bis temper with 
his boss. He was exercising 
less, drinking more and hi* 
relationship with lus teenage 
sun was suffering. Hr i-uukl 
see no prorautians ahead, 
just years of exhausting 
work. "Tbe fight in on- is 
gone." he told his wife. 

If his symptoms sound 
familiar, that would not sur- 
prise Andrew Kakabadsc. 
professor of international 
management development at 
the UK's rranfield School of 
Management. He believes Mr 
Wiisnn. an example based on 
a real case, illustrates an 
increasingly common prob- 
lem - executive bum-out. It 
has emerged as a big con- 
cern in Cranfield's research 
and training on leadership, 
involving thousands of 
senior managers in 1-t coun- 
tries. 

“I have trained, consulted 
with or interviewed &50Q to 
4,000 executives in the past 
three to four years," says 
Prof Kakabadse. "If there's 
one thing that stood out in 
my mind as the most com- 
mon experience of senior 
people, it is burn-out.” 

Burnt-out executives feel 
helpless to tackle problems 
they could once deal with 
easily, and do not know how 
to confront their predica- 
ment 

Prof Kakabadse has 
devoted a chapter to tbe phe- 
nomenon in Essence of Lead- 
ership, a book he has co-au- 
thored with his wife, and has 


embarked on a full survey of 
executives to find out more. 

Dr Graham Lucas, a psy- 
chiatrist at Lon linn’s Crom- 
well and Priory hospiLds 
whu trtuLs senior executives 

suffering from burn-out. says 
it is the “catastrophic result" 
of prolonged stress. "Anxiety 
and depression are minor 
psychiatric illnesses which 
predispose to, and are aggra- 
vated by. occupational 
stress.'’ he says. "AU iht*** 
are eminently treatable pro- 
vided they an* recognised.” 

But failure to intervene 
ran lend to impaired concen- 
tration. disturbed sleep, 
problem drinking, irritabil- 
ity. guilt and hum-curt. 

Prof Kakabadse believe* 
hum-out Ills become inevita- 
ble because of the increasing 
complexity of many jobs, 
"dowusi/ing" and age dts 
criminal um These add to 
pressures on managers, 
reduce their prospects of 
pmmotiau m flatter organi- 
sations and create uncer- 
tainty. 

Companies are often at a 
loss to know how to deal 
with it. says Prof Kakabadse. 
“For ninny, the temptation is 
to ignore the signs.” 

Employers can help by giv- 
ing executives time off, re- 
organising workloads, set- 
ting overburdened people 
dear goals, and offering 
counselling and training. 

Pror Kakabadse cites the 
use of sabbaticals by compa- 
nies such ns McDonald's, the 
fast fond chain. 

But more important is per- 
sonal development and train- 
ing, a priority for even the 
most senior managers. 

Prof Kakabadse says it is 
imperative that the person 
experiencing burn-out 
accepts the responsibility for 
his Dr her own life. First rec- 
ognising the symptoms, then 
focusing on tackling those 
problems that seem manage- 
able. 

But, says Dr Lucas, if 
burn-out is left untreated, it 
can lead to impulsive acts - 
even suicide. “It's end-of-the- 
road stud unless we do 
something pretty damn 
quick.” 
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Security can unlock 

the digital economy 
and allow freedom 
of information, 
writes Geoff Naim 

The Internet's 
supposed lack of 
security is often held 
to be an obstacle to the rapid 
development of a digital 
economy. Electronic signa- 
tures - the digital equiva- 
lent of ID cards - aim to 
provide the solution and, 
after a slow start, the tech- 
nology is gaining wider sup- 
port. 

From January the small 
Danish town of Naestved 
plans to use electronic signa- 
tures to give its citizens 
secure access to the files 
held on them by local 
authorities and to allow 
them to conduct a range of 
transactions online. “We 
want to put all the data we 
can on the internet, " says 
Hermann Weidemann. 
administrative director of 
Naestved. 

“We aim to move the 
whole community as fast as 
possible from an industrial 
to an information-based soci- 
ety.” 

Naestved has seen its tra- 
ditional industries decline 
recently and Mr Weidemann 
sees electronic signatures as 
vital to creating a digital 
economy. One of the most 
interesting uses is in elec- 
tronic procurement. In Janu- 
ary the council will create 
an online trading commu- 
nity with local businesses, in 
which digital signatures are 
used to authenticate the par- 
ties and to certify transac- 
tions. 

The town hall is an impor- 
tant buyer of local goods and 
services and handles about 
150,000 transactions a year. 
Mr Weidemann hopes to pro- 
cess half electronically 


within one year and esti- 
mates the project, which 
cost DKr2m ($318,000). could 
pay for Itself within three, 
years through the savings 
the town hall will make - 
about DKr20 to DKr40 a 
transaction. 

The project, which uses 
IBM electronic signature 
technology, is one of a grow- 
ing number of grassroots 
initiatives involving digital 
signatures that have sprung 
up across Europe. 

Digital signature technol- 
ogy is often seen as the key 
to the development of 
e-coxnmerce, and is heavily 
promoted by the financial 
services industry through 
global initiatives such as the 
Secure Electronic Transac- 
tions (Set) standard. 

But Set has uot found wide 
support outside the credit 
card companies which devel- 
oped the technology, and its 
critics see it as a technology 
with little commercial rele- 
vance. 

Small-scale local initia- 
tives such as Naestved ’s are 
better placed to succeed, 
according to their propo- 
nents because they go 
beyond e-commerce pilot 
projects by promoting the 
use of digital signatures in 
all aspects of everyday life. 

In Italy, central and local 
governments are looking to 
use electronic signatures to 
streamline their awesome 
bureaucracies. Attempts to 
reduce the paperwork have 
foundered because of tbe 
legal requirement for certifi- 
cates to authenticate trans- 
actions and the identities of 
parties involved. 

All this may soon change, 
than kg to a landmark piece 
of legislation that paves the 
way for the widespread use 
of digital signatures in Italy. 
The law was passed last year 
and has still to be fully 
implemented but the first 
signs of the nascent “digital 
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administration" are visible 
in Italy's public offices. 

In Bologna, for example, 
the local council started a 
digital signatures project in 
June. The council acts as a 
“certification authority" 
fCA) which means that after 
checking an applicant's iden- 
tity, it issues him or her 
with a digital certificate - a 
s mall program that allows 
the user to generate a 
unique digital signature. 

This piece of code is stored 
on the hard drive of the 
user's PC - or embedded in a 
smart card - where it pro- 
vides proof oT the sender's 
identity for online transac- 
tions and acts as an “elec- 
tronic seal” that prevents 
digital documents being 
tampered with in transit. 

When a transaction takes 
place, the encrypted signa- 
tures of each party are sent 
to the CA which compares 
them with the digital certifi- 
cates it bolds in a database. 
If the signatures are genu- 
ine, the transaction is 
authorised - and cannot 
later be repudiated. 

Analysts see big opportu- 
nities in the technologies 
needed to make these “webs 
of trust" work. Datamonitor, 
the US analyst firm, predicts 
the worldwide market for 


digital signature products 
and services will grow from 
$H5m in 1998 to SUttra in 
2001, with Europe account- 
ing for about 35 per cent. 

Telecom Italia, Italy's for- 
mer telephone monopoly, is 
one of many European com- 
panies hoping to get a foot- 
hold in this promising mar- 


*We aim to move 
the community 
from an industrial 
to an information 
based society 9 


ket. Its Village Trust service 
aims to take some of the 
headaches out of r unning a 
CA by allowing the certifica- 
tion system to be hosted on 
its computers, located out' 
side Rome. 

The Village Trust service 
uses certification technology 
from US company GTE 
Cybertrust and has been 
adopted by the city councils 
of Siena and Pesaro. In 
France, rival US company 
Verisign formed a similar 
venture with a group of 
French companies including 


France Telecom and smart- 
card maker Gem plus. 

But several hurdles to the 
widespread adoption of digi- 
tal signature technology 
remain. One is the prolifera- 
tion of incompatible technol- 
ogies for creating and man- 
aging the digital certificates. 
This could require users to 
go through multiple registra- 
tion procedures to obtain 
digital certificates from sev- 
eral CAs. 

“We can see everyone 
diverging, producing digital 
signatures and confidential 
messages that are not com- 
patible," says Chris Taper, of 
the European Electronic 
Messaging Association. 

But the biggest problem in 
Europe remains the legal 
vacuum surrounding digital 
signatures. This year the 
European Commission pro- 
posed a directive laying 
down minimum rules con- 
cerning security and liability 
of electronic signatures. 

The proposal was 
approved by the European 
Parliament last month but 
member states need not 
translate it to national law 
unto the end of 2000. Accord- 
ing to EEMA, this pace is 
ill-suited to the speed of 
technological development 
in the industry. 


The New Beetle Is causing a 
stir In the US. Volkswagen is 
doing its best to establish it 
as a style icon among the 
young, trendy and well-off, 
which makes the web an 
obvious place to put the 
message across. 

The UK site is busy 
building loyalty, even 
though a right-hand drive 
Beetle wont be available for 
a year. The site shares much 
with the US one, including a 
bewildering number of 
software devices for viewing 
the car In 3D and video, 
although the videos, frankly, 
are a waste of time. (If you 
want to compare Qiricktime 
VR, VRML, streaming video, 
ActiveX and WebCam, these 
are the sites to visit.) 

Both look great, have good 
navigation, and concentrate 
on the look of the car. The 
US site uses navigational, 
“bubbles" with slightly 
l blurred but effective images 
and words. The shop offers 
spin-offs such as a pen and a 
New Beetle CD, 

But the navigation is 
spoiled by desperate 
attempts to avoid the 
obvious. Why is “history" in 
a section called “Thanks”? 

Although these are good 
sites 1 still prefer that of the 
Mini. It was launched at 
least two years ago, yet 
retains its freshness. The 
Build Your Own Mini 
feature, which allows you to 
add Ben Hur wheels, rocking 
chairs and a Welsh flag on 
the root may not be very 
grown-up but it fits the 
cheeky brand bo a tee 
New Beetle US 
www. netcbeetle. com *** 

New Beetle UK 

www.newbeetle.co.uk **** 

Mini ' 

wwwjnini.co.uk ***** 


London's Selfridges and 
Fortnum & Mason are 
popular destinations for 
international shoppers. So 
they will be pleased to know 
they have web sites - unlike 
Harrods [even though the 
company fought in the 
courts for the right to the 
domain name) and Hamleys, 
the World's Greatest Toy 
Shop. 

Fortnum's site, after a 
shaky start, has become 
more confident It has an 
online ordering section with 
worldwide delivery for most 
items (including a £2,000 
hamper. '83 champagne. 
Beluga caviar, etc). But it 
also has practical 
information - opening times, 
where to find what and 
restaurant menus (bat 
strangely, no map). 

The site's weaknesses 
appear to come from 
underflmdlng - the pictures 
are weak, the design too 
plain. For a few thousand 
more, it could reflect the 
eccentric lushness of the 
Piccadilly shop, which would 
really pull in the punters. 

Off to Selfridges, where I 
got giddy. This is one of the 
most confusing and 
self-indulgent sites 1 have 
ever looked at Tbe home 
page sounds a warning that 
mediocre c opywri ters are on 
the loose: “A world within a 
world”, “Where service 
meets style". 

The site has bad plenty of 
money spent on it, but to no 
great effect You can find 
practical information such 
as opening Hwim - but only 
if you think to dick on 
Tourist Information. You 
can even find car park 
charges - but in a section 
called “Did you know ..." . 

Each page is kept Within a 


box, outside which are icons 
that take you to quite 
unrelated areas. You could, 
for example, go from 
(out-of-date) “What's On.” 
information to (out-of-date) 
stuff on the new Manchester 
stare. It's not surprising the 
information is out of date - 
whoever is charged with 
updating it probably could 
not find the pages. 

The navigation is a mess - 
the only intelligent device is 
an omnipresent duck (don’t 
ask why) which hrings you 
back to a menu of sorts. 

The designers must have - 
thought a deliberately 
fandom site would make us 
think Selfridges is terribly 
modern. They are wrong: 
most of us don't have time to 
enjoy such conceits. 
lemojbrttwrnarutnuisott com 
Overall **** 

Design *** 

Navigation *** 
wwvcjsclfridges.CD.uk 
Overall ** 

Design ** 

Navigation * 

Two sites show bow simple 
but good-looking 
illustrations can really give * 
them a lift. Beodicks, the 
upmarket chocolate maker, 
uses amusing cartoons to 
good effect, while the Royal 
Society of Chemistry has 
transformed its ChemSoc 
site from what could be a 
boring set of links into 
something approaching real 
art. In the technical world of 
the internet, the potential 
for applying visual flair is 
often ignored - it is nice 
that a scientific organisation 
has understood that. 

Bendicks 

www.bendicks.co.uk ***** 
ChemSoc 

www.chemsoc.org ***** 

David Bowen is editor of Net 
Profit newsletter 
(www. Tzet‘pmfit. co. uk; ^ 

infoiqmct-profit. co. u k). W 
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BUSINESSES FOR SALE 


By CMer of the Joint Adanianaon, Nfel Price gad Ronald Eric Speigbi 
w Mocro SiedKBi Bomb White, Carman Bg&fiitgB. 45 NewtaD Sum, 
Bbvug fa*n 83 3QR, the Maen ad amts of tbe following ro— finj 
nc offered for sale: 


Queenborough Rolling 
Mill Company Limited 

The Joint Administrative Receivers offer for sale the 
business and assets of Queenborough RoIBng MI 
Company Limited, Isle of Sheppey. 

Key features: 

■ c.£20m turnover per annum 

■ 2 Steel Rolling Mills for production of smail'meefium 
size merchant bar and reinforcing bar 

■ Gas Furnace capacity of 35TVhour 

■ 38 Acre freehold site, inducing private wharf for 
vessels up to 7000T 

■ Private rail link to wharf and main tine railway 

■ Certificated rail and road weighbridge 

■ 90 employees 

■ Stocks c.£4m 

For further Information contact Richard Heis, 

Joint Admin is trat i ve Receiver at KPMG, PO Box 
730, 20 Farringdon Street, London EC4A 4PP. 
Telephone 0171 311 1000 or Fax 0171 311 3734, 

KPMG Corporate Recovery 

KPMG Corporate Recovery is a drvfefon of KPMG which Is 
authorised by the institute of Chartered Accountants in England 
and Wales to cany on investment Business. 


I ANUS WINDOWS LIMITED 
(bAdsUMSod 
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For jurther details, contaa Nigd Price or 
Elaine Hosiers an 0121 2JJ25S7 


BUSINESS FOR SALE 

Marine Engineering Company 
For Sale 

Due to Retirement 

Main Activities include: 

Paten ted Infrasonk: Soot A Duct Cleaning Systems, 
Spore Pans and Cleaning Contracts. 

Interested parties please contact 

Murid Burton 

Telephone: 0191 5865150 Facsimile: 0191 5865158 


PLANT HIRE 


Plant Hire Business 
For Sale 


in Renfrewshire, Scotland 
J.W. Brown Tel: 01505 324461 


CONTRACTS & TENDERS 
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Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Romanian public rnsriiution based in 6 Sdvrupoleos Street, 3 sec 
Privatisation 2 is announce d the m ocQficatiofl of number of shares sealed by direct negotiation, respectively XlOaA 1 ) 
from social capital of CC FEROM SjL TUcea, from tbe publishing announcement appeared in 29. lu. 1 998. m 3 

Tbe shares ownership structure is as follows: 


r. Bucharest, Division for 


Shareholder 

3 F^iaai^^i^Compamf Moldova 
Q Share owners through mass privatisation 
Q Manager 

TOTAL 


Nol of shares 
3,106,470 

me 

461 

5471U17 


h im 

S3 4 

Q 08SS7 

100.0000 


The value for shares pared put for sale is of 101,913^61,290 ROL and participation guarantee is of 1,019,139,613 ROL. 

All tbe others dates from that announcement remain the same. 

This advertisement does not constitute an offer of securities within tbe meaning of die UK Financial Services Act 1986 and does 
not constitute a solicitation of fn offer in any jurisdiction where such solicitation would be prohibited. The shares offered for sale are 
issued according to the Romanian legislation and their trading is governed by the Romanian law, subject to the scrutiny of the relevant 
Romanian regu&ttxy authorities. 
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Goodway-Clear Limited 
East Kilbride, Glasgow 

Tbe Joint Receivers offer for sale, as a going concern, 
the business and assets of Goodway -Ctear Limited. 

Principal features indude: 

■ provider of drainage clearing, inspection (using CCTV) 
and associated services 

■ turnover in excess of £2m 

■ reaming customer base located in Scotland and North 
of Bigiand 

■ skffled and experienced workforce of 62 

M freehold property located in three acres extendrg to 
19500 square feet 

■ plant, machinery and stocks 

For further information contact The Joint Receiver, 
Blair Nimmo, KPMG, 24 Blythswood Square, Glasgow, 
G2 4GS. Tel: 0141 226 5511 or Fax: 0141 204 1584, 

KPMG Corporate Recovery 

KPMG Corporate Recovery fs a division of KPMG which is 
authorised by the Institute of Chartered AccoiHTtanta in Bigland 
and Wales to carry on Inve stm e nt Business. 


FOR SALE - UK TAX SMELL 

To soft off-shore investor 
No Assets • No Liabilities 

Issued Share Capital 
Ordhaiy - £11m 
Redeemable Preference - £8m 


FOR SALE 


5BJ9HL 


West Midlands Civil 
Engineering Company 

Turnover £1.317! 
Pre-Tax £120K 

/Vf ? t Assets £60 OK- i n cU s dcs 
irecho-d p r op ert ! cs £4 0 0 K . 
Renta! ( i co trie ££5K 

Box B&1S3 FimCttCij! Times. 
One Southwark Bridge. 
London SEt SHL 





hMtenawng|CDMjMff 
Operates franchise covering: 

Central Southern England 

Turnover circa. £4m 
Weil established business 
customer base 

Writers toBIWZ WnMdNTEsM. ! 


FOR SALE 
ESTABLISHED 
SPORTS COMPLEX 

1 

K15 acre fiMhoUminA anqfc car 1 
parting anrifWknwtfMfti t.2 ITlUliop 

Composes 

Hatch and fitneuCJub 
S-radr Astroturf floodfii 
CMtittllPrtch 
God driving range 
Wdi e qu i p ped banfclahbouse 
Read Spans Owlet 
Vki potential 
Owner wishes m mire 
WrteBot No BOW. Rotfchl TSnrs. Oop 
S ootfnnrt Bridge. Losta SEI 4HL 


Cookware 
manufacturer 
for sale 

• Midlands based 
- Several hundred 

customers 

• Substantial annual sales 
and profitable 

• Modem machinery 

• Room for expansion 

• Genuine reason for sale 

Bck No B6IB f RoanaiUmes, 
Ott SnAwmk Brifee. 
London SEJ 9HL 
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The Joint Administrative Receivers, Edward Klempka and 
Stephen EHis, offer for sale the business and assets of this 
North West based company. 

Principal features of the business Indude; 

• four sites in Warrington, WMnes, Macdesfieid and 
Bolton 

• turnover c£1 4m 

• blue chip and local customer base 

• experienced workforce of approximately 68 employee 

For further information, please contact Karen Ross of 
PricewaterhouseCoopers. Benson House, 33 Wellington 
Street, Leeds LSI 4JP 

Tel: 0113 289 4318. Fax: 0113 289 4473. 
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A me opportunity 10 purchase an imtependcmly owned mail order 
business. This company has been established for over twenty years ami is 
coosktered a market leader in a niche field. The ucounts show a six figure 
turnover and a healthy profit. The company trades from leasehold premises 
which show a profit rental Grom the flats above, ahemanvdy the goodwill 
and trade name may be transferred dsewherc. The huge customer list and 
huge growth potential mate this an attractive proportion. 

Please reply in first instance to Box Number B6205, Financial Times, 
One Soothwark Bridge. London SEI 9HL 

LEGAL NOTICES 




Company No. 2659825 

NOTICE of resoloilon far pqnncm out oT 
equal 

pnc ENFiEu> limited 

NOTICE IS HEREBY GIVEN in 
aecwifanse wi* t ea k* 17$ of the 
Cmspania Act I9M ifcd cm ibe 13th 
Nowtflher 1998 the above g ai ned company 
rtfcc Company"! approved a payment of 
£ 1 24. 1 87 oof of capital for da pupmc of 
rvdfemmg 124,187 of in owq imtanuHc 
prefoti&ce «hve>: that dK uatory 
dKtarfk* ud nrfitoa' rtpon requited toy 
*akm 173 of the Companies Ad 1985 me 
available for fnspuion at ibe Coogjany's 
wfiuemd oAke * floor. Thatka | nn 
Haac. W Hobom Cxcm, London, BClN 
2HL- and any ocAor of tbe Company may 
a any time witUn tbe S rak* hnmerfifiety 
following tile afore men (wool due of ibe 
ne ** -uo ° j*jmieni out of capital cpgt} 
a the Coen under fectiog 176 oT kJk 
C ompsma Ac« . V98S fiv an order 
payment. 

Ited I J<h November 1998 

FttcrGma 

- Director 


Na nf J9QH 

IN THE HIGH COURT OF JUSTICE 

CHANCERY L» VISION 
COMPANIES COURT 

IN THE MATTER OF 
BRITANNIC ASSURANCE PLC 
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IN THE MATTER OF THE 
COMPANIES ACT Wfi5 

Nonce IS HEREBY OTVEN dm * m Ohfcr 
of ibe Ks*a Cm of J Clmoj 
Divtakn ibmd 4 Nwxstftcr cm 
n SiAaoc tf AnMpveM and comtfmigg the 
lakxtina of dure optiiJ aT dv Wttl 
Gompnay tiwu m CL154.7IAI5 

ihe Mlnne appnrwud fry Goon 
lessen m Ac cqata! m itosJ 
Ac mcnl paniofan reqdieti Oe Awe 
Mbonal Aa were Rpae red b) Ik 

tel of C n m pim toi uo \\» fry of 
tew 1 998 Upon tbe Schetnc and 
mhsann Tvcoraiop clkcuvr dr dung oped 
of tbe Gjfrqxmy mctcMd m to Rmwr 

DATfcDlh,; 2DTday vfNpv c wbcr |998 

CKfbtlQaiDc 

an.Akfco^aeSRwi 

London ECl A 411 

Ref. KO 

^tenbidcCutooy 
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Bourses brush off rate freeze 


CURRENCIES & MONEY 
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EU ROPEAN OVERVIEW 

By PMJp Co$gan,| 
Markets Editor 
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European equity markets 
moved sharply higher yester- 
day, despite some downbeat 
economic news and the 
Bundesbank's decision to 
leave interest rates 
unchanged. 

Those who fear that the 
Germ a n economy is slowing 
down will have noted 
another decline In the Ifo 
survey of business confi- 
dence, where the index fell 
from 94.1 to 82 . 4 , a worse 
result than most analysts 
had been expecting. 


But bourses shrugged off 
the threat of economic slow- 
down, with the help of 
strong performances by 
bank stocks and some fairly 
robust corporate earnings 
news. A technical squeeze 
ubead of stock, option expi- 
ries in some marVoto today 

™as seen to have helped. 

The FTSE Eurotop 100 
index was up KL 66 or 25 per 
cent to 2 ^ 88 . 51 , while the 
broader Eurotop 300 ganiftfi 
24.72 to 1413 . 17 . Hie FTSE 
Ehloc 100 Index, which 

focuses On Onrrrrt r j p ji tw the 

euro-zone, rose 20.13 to 
B 2 & 83 . The raBy centred on 
blue chips; mid-caps gatn*H 
just over 1 per cent. 


Corporate earnings remain 
the mam problems fbr the 
market “European earnings 
growth forecasts are still 

likely to be way too high" 

says lan Harnett director of 
European strategy at BT 
Alex Brown. 

“Unless we are within 
three months of the end of 
downward revisions, Euro- 
pean markets axe likely to 
ranain under some pressure. 
Given the likelihood of a 
slow [European Central 
Bank] monetary policy 
response, and the implica- 
tions erf this for Mgh«- real 
interest rates and a stronger 
D-Mark, any relief rally on 
the back of the Fed rate cut 


win probably he short-lived, " 
said Mr fenwtt 

The earning s news was 
not so bad yesterday, how- 
ever. Sockets Gta&rale reas- 
sured investors with its 
nine-month figures. Closing 
Ecu 5 L 2 Q ahead at Ecu 11 & 34 . 
With some bid talk floating 
around the French and UK 

hwnlna the S 8 C&DT gained 3JL 
percent - 

The best performing sector 
was alcoholic beverages, up 
4 per cent LVMH, battered 
in 1998 because of its Asian 
exposure, rebounded Ecu 
940 to Ecu 165 . 5 ?. 

Another poor day for 
Bouygues sent construction 
down 24 per cent 
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EUROZONE CORPORATE BONDS 
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With a unique balance of skills, culture and resources, Credit Suisse First Boston 
is helping clients position themselves to reap the benefits the euro will bring. 
No other firm has quite the same combination of global business and European 
"home market” capabilities. 


mi ted os 

tenn 


1917 


■tf k 

■te facta 


to 


II 


. '.r . 


! ’ 


K 



-87 

-J 


U 91 15 
23 98 48 


nmnniom NOODS & TEXIUS 

^s 43 . u mma mais 

♦42 AI U 38 MA 

•2 4 A « M 

mS ■** M •» S "»» urn* *ma mi u u 
tlfi 1280 -J S3 II 28 

H " H 

ln^ui nsi -to 17 ■ t-V 


date ferns loeri 
by Beta, pan of FT Mv- 



8188 

1244 


-MU 14 U 

•7 W' 54 . 13 


HOB 


-M 98 95 08 

♦48 fU U 14 

takteC 1908228 *2323 BSJ - 95 


'far !■ FUSE Bntap 
tan ♦dnrti mn 
to ennney teutons. 


on mon iced 


CREDIT 


FIRST 

BOSTON 




■„ ' K.S 

. » » 


^ 

i. V 


«r — 


J 

1 




-*^kc 












INTERNATIONAL CAPITAL MARKETS 


■ Pi* ■■■14 I ft * INI Pi ■ ■ ft ft ■ 






■■ • mm *+ ■ — ■ ■■■■*<■« » ppvv p i p ■ ■■+- ■ 


* 




European prices end on firm footing I Eurociear 


J 


NEWS DIGEST 


GOVERNMENT BONDS 


By Khozera Merchant In London 
and John La bate in New York 
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Bond markets ended on a 
firm footing yesterday as the 
latest indication of weaken- 
ing business sentiment in 
core Europe turned the focus 
back on to European interest 
rates. 

However, US Treasuries 
were moving in a narrow 
trading range by early after- 
noon as trading sentiment 
remained dominated by the 

Federal Reserve's 25 basis 
point cut in interest rates 
earlier this week. 

The benchmark 30-year 
bond was ■£ higher at 99S. 
sending the yield down to 
5.256 per cent. 


Shorter-term issues were 
lower, with the two- year 
note down £ to 9Sfi, yielding 
4.644 per cent 
A series of fresh economic 
reports had done little to 
move prices by mldday- 
Housing starts rose 
strongly in October, above 
expectations, but a report by 
the Philadelphia Federal 
Reserve Bank showed 
renewed weakness in the 
manufacturing sector. 

“The next employment 
report [in early December] is 
going to be important," said 
Claude Persico, economist at 
Dresdner Kleinwort Benson. 

“It will give the market 
some evidence of when the 
next Fled move will be." 

German bonds closed 
firmer. The expectation is 


for a cut in Interest rates by 
the European Central Bank 
in the new year, in light of 
the wide expectation of a 
slow-down in Europe's 
growth rate. 

There was a hint of this in 
a survey published by the Ifo 
economics institute, with the 
business confidence Index 
falling to 92.4 in October 
from 94.1 a month earlier. 

“The feeling was that the 
recent share rally would 
boost business confidence 
but it did not. That boosted 
bonds,” said David Keeble, 
at CSFB. 

Analysts pointed out that 
in s imilar circumstances in 
the US, the Federal Reserve 
has been proactive in cutting 
rates - this week's was the 
third consecutive cul 


“The ECB will have to do 
the same and right now that 
is why bonds have out- 
performed Treasuries,'’ said 
Keith Edmunds, at IBJ Inter- 
national. 

The future on the 10-year 
bund contract settled at 
113.59. up 0.33. Turnover on 
Eurex was 335,000 contracts. 

In the cash market the 
yield on the 10-year bund 
dropped marginally to 
4.03 per cent 

There Is also increased 
speculation that the Bank of 

England will feel compelled 
to make a further reduction 
in interest rates if next 
week's industrial trends sur- 
vey by the Confederation of 
British Industry mirrors the 
sentiment in yesterday's Ifo 
report. 


The December gilt future 
settled unchanged at 11634 
in light trading on Liffe. In 
the cash market, the yield 
on 10-year gilts fell slightly 
to 4£0 per cent. 

In emerging markets, 
attention appears to be shift- 
ing back to Latin America, 
where sentiment has been 
bolstered by the S41bn pack- 
age for Brazil led by the 
International Monetary 
Fund, the Federal Reserve’s 
rate cut and tbe positive 
response to the Argentine 

SI bn band issue earlier this 
week, which buoyed other 
Argentine debt instruments 

yesterday. 

The average yield spread 
on the JJP. Morgan E m er g i ng 
Market index fell 24 basis 
points to L.081 basis points. 
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Joint chief lino resigns from 


US stocks yj enna stock exchange 


By Vincent Boland 


Pemex doubles 


New international bond issues 


issue to $ 600 m 


INTERNATIONAL BONDS 


By Edward Luce, 
Capital Markets Editor 




The primary markets 
continued their lively pace 
yesterday with further signs 
of growing demand Tor lower 
rated credits. Pemex, the 
Mexican state-owned oil 
company, doubled its euro- 
bond to $600m after strong 
demand from mainstr eam 
US institutional investors. 

This, and the continued 
success of Argentina's $lbn 
bond on Wednesday, pro- 
vided firm evidence that 
there is renewed appetite for 
the stronger emerging mar- 
ket sovereign risk. 

Argentina’s bond was trad- 
ing about 15 basis points 
tighter than its launch 
spread of 635 basis points 
over the Treasury bench- 
mark and at a lower spread 
if the attached options were 
taken into account 


The Pemex bond, which 
was lead-managed by Mor- 
gan Stanley, was the oil 
company's first visit to the 
markets since July. “There 
is definitely room out there 
for the Latin borrowers, but 
it might be more tricky for 
some of the Asian sover- 
eigns,” said one banker. 

Oscar Funding, a special 
purpose vehicle set up by 
Orion, a Japanese auto-loan 
finance house, issued 
Japan's first international 
asset-backed deal in several 
months. Dresdner Kleinwort 
Benson said the $250m deal. 
Oscar's third, showed evi- 
dence of some risk appetite 
for Japanese paper. 

However, it is unlikely 
that the long queue of Japa- 
nese asset-backed deals will 
shorten in the near future. 
“Japan is still the big ques- 
tion mark." said one trader. 

Abbey National, the UK 
retail bank, also played its 
part yesterday with the iarg- 
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est subordinated bond to be 
issued by a foreign bank in 
D-Marks since the crisis in 
August. The subordinated 
market has been hit badly 
by the flight to quality in the 
past fen months. 


Tbe 10-year DMlbn bond, 
which qualifies as lower tier 
two capital, was priced to 
yield 95 basis points over the 
bund benchmark. 

The World Bank also par- 
ticipated in the feeding 


frenzy yesterday with a 
?500m offering. ABN Amro, 
joint lead with Lehman 
Brothers, said the success of 
the issue demonstrated there 
was demand in Europe for 
longer-dated dollar paper. 


Eurociear, the Brussels- 
based system for settling 
and clearing cross-border 
trading in stocks, bonds and 
shares, is planning to extend 
its services from the middle 
of next year to include US- 
listed equities held by inves- 
tors based outside the US. 

From Monday Eurociear 
will begin clearing and set- 
tling the shares of US com- 
panies listed on Basdaq, tbe 
pan-European stock market 
for growth companies. It 
said yesterday it would 
extend a similar service to 
all remaining US equities in 
the first half of 1999. 

The service wifi apply to 
non-US counterparties that 
hold or trade US-listed 

equities. Eurociear estimates 
that SSJOObn of the $13,000bn 
of outstanding US equities 
are held by investors outside 
the US, and the proposal is 
an attempt to capture a slice 
of that market 

Eurociear said tbe move 
did not require additional 
approval from the US Securi- 
ties and Exchange Commis- 
sion beyond that which 
enables it to clear and settle 
trading in US Treasuries, 
which it started last year, 
but it will require further 
investment in technology. 

Wim Claeys, managing 
director, product develop- 
ment and corporate strategy 
at Eurociear, said the ability , 
to clear and settle US equi- j 
ties would reduce “the cost 
and risk associated with , 
multi-currency, cross-border 
settlement across numerous 
time zones". 

Eurociear already offers 
settlement and clearing ser- 
vices for other US securities, 
including strips, yankee and 
global bonds, preferred 
shares, trust certificates, and 
US government bonds. 


Vienna’s eftofte to establish it^ 

trading in central and eastern Europ^ shares haw suf- 
fered! setback with the resignation of 43, 

loint chief executive of the Vienne stock exchange. Mr 
Imo, appointed less than a year ago, made hename as 

the founder of Otob, Austria's futures .. 

exchange, which has carved out a successful niche as the 
leading eastern European derivatives exchange. 

Otob merged with the Vienna stock exchange last year 

and Mr Imo was was given the job ° f charting a new/ 
future for one of Europe's smallest and least successful 
stock exchanges. A former senior execu tive at the oarman 
futures exchange, he took Vienna Into a strategic alliance - 
with the Deutsche BOrse. which will lead to Vtepna scrap- 
ping its trading system In favour of Germany 
tern. He was also responsible for overseei ng tf w forrnOTon 
of Ostbflrse, a now eastern European exchange, which win 
be jointly owned with the Deutsche B6rse and concentrate 
both exchanges 1 east European share tradfng in Vienna. 

There has been speculation In Austria that Mr Imo quit 
because he was not receiving sufficient support tor his 
modernisation plans. However, the Vienna stock exchange 
said yesterday his departure had been arnicabte ana Mr 
Imo intended to set up his own business in Vienna. 

William Hall, Zurich 
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Fitch IBCA upgrades Poland 


Fitch IBCA yesterday became the first of the main ratmg 
agencies to upgrade Poland, raising the country's 
long-term foreign currency rating from BBB to BBB+. 
Moody's and Standard & Poor's rate Poland's long term 
credit rating and BBB-, respectively, the lowest 
investment grade ratings. The Fitch IBCA move takes 
Poland two notches above that level. It also upgraded 
Poland’s long-term local currency rating from A- to A+ 
and its short-term foreign currency rating from F3 to F2. 

The upgrades reflect positive economic developments In 
Poland as it prepares to join the European Union early 
next century. The agency says the central bank's indepen- 
dence has been strengthened, the fiscal deficit this year 
and next Is expected to fall below 3 per cent of gross 
domestic product, and reserves are rising. GDP growth 
last yea’ was 6.9 per cent, the highest in central Europe. 

This week Polish interest rates were held in spite of 
lower year-on-year inflation of 9.9 per cent in October, 
compared with 10,6 per cent In September. Industrial fig- 
ures published this week also suggested a slowdown. 

However, Fitch IBCA says Poland has not totally 
escaped fall-out from the Russian crisis. With two-thirds of 
Its exports to the EU, where growth is expected to slow, it 
has cut its forecast for GDP growth by 0.5 percentage 
points to 4.7 per cent in 1999. Khozem Merchant 
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MARKETS REPORT 

By Alan Beattie 

■•The yen rose strongly 

gainst the dollar yesterday, 
as the . news of Japanese 
political coalition building 
raised more hopes of a hefty 
fiscal stimulus. 

The yen appreciated 
against the dollar in Asian 
trading and held on to those 
gains in Europe to end the 
London session at Y11&&. 
over two per cent up from 
the close of Y121.3 cm 
Wednesday. 

The yen also rose against 
stenting and the D-Mark, sug- 
gesting that its good perfor- 
mance against the dollar 
was more yen strength than 
dollar weakness. At the close 
of trading in London the yen 
afcad reached Y1S&2 against 
RSerling and Y70.71 against 
the D-mark, up from Y203.0 
and Y72.75 at the previous 
day’s dose. 

Two explanations were 
advanced for the yen’s per- 


POUND SPOT FORWARD AGAINST THE POUND 


forma nee cm the day. Some 
strategists saw the cause of 
the move as an increased 
confidence in the Japanese 
economy on the back of the 
ruling Liberal Democratic 
Party (LDPJ’s progress on 
assembling a coalition with 
the liberal Party. 

Such a coalition may 
increase the size of the 

stimulus package announced 
earlier this week, and may 
re k i ndle hopes of a cut in 
the sales tax which has been 
widely blamed for exacerbat- 
ing the recession in Japan. 

But others called upon the 
favourite catch -all explana- 
tion that hedge funds were 
unwinding more of the yen 
carry trades many fear stHl 
loom over the market 

The twist On thi«t familiar 
story yesterday was that the 
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talk was more of DMark-yen 
trades spiffing over into the 
dollar-yen rate, rather than 
direct doHar-yen trading. 

Such talk centred mainly 
on the US-based Tiger fund, 
which was forced yesterday 
to deny rumours that it 
planned to call an emer- 
gency press conference to 
make an announcement 
about the fund's future. 

■ Few market strategists 
thought that yen's prospects 
against the dollar had been 
fundamentally changed by 
the news from Japan. 

“The coalition may look at 
Japan's problems with a 
somewhat more radical eye," 
said Keith Edmonds, chief 
analyst at IBJ TntomirtTnnal 
in London yesterday. 

"But 'it will be hard for 
them to make any progress 
on reducing the sales tax. 
There are stm considerable 
forces within the LDP argu- 
ing against any reduction, 
given that they went 
through such political diffi- 
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culty to get the tax raised in 
the first place,” he added. 

Avinash Persaud of JP 
Morgan, speaking from 
Gothenburg, said that this 
movement was a temporary 
blip caused by - position 
unwinding and that it would 
not prevent the dollar con- 
tinuing to appreciate a gsiwrf 
the yen. 

“There has been substan- 
tial unwinding erf short yen 


trades." be said, “which is 
not confined to hedge 
funds." Mr Persaud said that 
such positions were “perva- 
sive", even among less 
aggressive investors such as 
including corporates and 
asset management funds. 

He believed that the tread 
for dollar-yen was firmly 
upwards. “But the move will 
he a bumpy one littered with 
episodes of position unwind- 
ing,” he added. 

JP Morgan backed up their 
bearish view of the yen this 
week with rraearch showing 
that credit crunches of the 
kind suffered by Japan at 
present were inevitably fol- 
lowed by falls in the cur- 
rency involved. 
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And even if Japan’s rescue 
package succeeds, the yen 
wiD only benefit in the lon- 
ger run after a depreciation 
in the medium term, said Mr 
Persaud. “History suggests 
that wide-ranging bank 
reform leads at first to cur- 
rency weakness, not cur- 
rency strength.” he asserted. 

■ To noone's very great sur- 
prise the Bundesbank left 
interest rates unchanged 
yesterday, bolstering market 
beliefs that the euro will 
start its life with a 3.3 per 
cent interest rale. 

The now familiar pre-meet- 
ing market jitters were more 
subdued than usual despite 
hard evidence of an eco- 
nomic slowdown joining the 
cries of politicians in argu- 
ing for interest rote reduc- 
tions as soon as possible. 

Yesterday's release of the 
Ifo business dimate survey 
showed it flailing to 92.4 in 
October from 94.1 in Septem- 
ber, lower than market 
expectations. 
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LONDON STOCK EXCHANGE 


IMIU 


Footsie reclaims 5,600 on rate and bid hopes 


strength in the junior FTSE 


biggest gains were generally 


marketreport 

By Steve Thompson, 

UK Stock Market Editor 

London's leading stocks 
raced higher yesterday on a 
mixture of continued hopes 
of Further domestic interest 
rate cuts and a burst of take- 
over speculation. 

After a relatively sedate 
opening, the FTSE KAi index 
burst through the 5.500 level 
in mid -morning and then ran 
through 5.600 over the lunch- 
time period, eventually fin- 
ishing 132.2 nr 2.4 per cent 
higher at 5.602.2. 

There was no such 


indices, however, until the 
afternoon. The FTSE 250. 
spurred on by a handful of 
the IT stocks, moved into 
positive territory and passed 
4.800. closing 20.6 firmer at 
4.S01.5. The FTSE SmallCap 
index was nothing like as 
strong, easing 3.5 to 2,049.3. 

Dealers said rises in the 
front-line stocks had been 
exaggerated by a stock 
shortage which meant mar- 
ketmakers had to drive 
prices sharply higher in 
order to cover exposed short 
positions. 

The extent of the surge in 
the market confounded those 


observers who have adopted 
an increasingly cautious 
view since the rally horn the 
October 5 low point of the 
year when the FTSE 100 bot- 
tomed at 4.643.7. 

Those cautious attitudes 
have tended to harden dur- 
ing recent sessions which 
have featured an accelera- 
tion in the number of compa- 
nies reporting poor earnings 
news and profit warnings. 

Among the market's more 
optimistic strategists is 
Corey Miller at Paribas who 
pointed out that the UK had 
underperformed European 
markets by around 10 per 
cent since the start of the 


year and still offered "good 

value". 

The stock market's 
advance was even more 
impressive given the profits 
warning background which 
continued to prompt individ- 
ual stock price disasters yes- 
terday. including a 16 per 
cent slide in shares of Store- 
house. one of the UK's lead- 
ing high street retailers. 

Storehouse told its share- 
holders that its full -year 
profits would not match 
those of last year, confirm- 
ing that the bad news in the 
high street, reported some 
weeks ago by Marks & Spen- 
cer. is widespread. Other 


store shares also suffered in 
the wake of the Storehouse 
news. 

The grim earnings outlook 
swept right across the mar- 
ket, encompassing no fewer 
than three computer/busi- 
ness services -related compa- 
nies. 

Humours that a big 
merger or takeover is immi- 
nent rippled across the mar- 
ket from the outset but there 
was no real confidence 
behind the speculation 
which shifted from sector to 
sector as the session wore 
on. 

Some dealers said it was 
significant that some of the 


concentrated in the banking 
arena, long viewed as a sec- 
tor ripe for restructuring. 

Wall Street's overnight 
strength, which saw the Dow 
Jones Industrial Average 
dimb back above the 9,000 
level, was another positive 
far London as wen as other 
European stock markets. 

■ The Dow gave another 
solid showing at the start of 
trading yesterday, and was 
trading above 9,000 as Lon- 
don closed for the day. 

Volume was 969.2 shares 
by the 6pm count, of which 
non-Footsie stocks made up 
55 per cent. 
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BP slip 

unsettles 

market 


COMPANIES REPORT 


By Steve Thompson, Joel 
Kfbazo and Martin Biice 

BP was said to have been 
almost solely responsible for 
the equity market's mid- 
afternoon wobble, which saw 
the FTSE TOO. then up about 
140 points and looking set to 
continue higher, suddenly 
slide around 40 points. 

Dealers said BP shares, up 
around 3) at the day's best 
and also looking in good 
heart, had abruptly stalled 
and begun to fall away as a 
rumour went round the mar- 
ket that the Kuwait Invest- 
ment Office was about to sell 
all. or at least some of its 
remaining 6 per cent stake 
in the UK oil group. 

The KIO's stake represents 
about 35ftm BP shares, worth 
around £3.3bn. It sold a 3 per 
cent -plus stake in May 1997 
in the world's biggest-ever 
bought deal, executed by 
Goldman Sachs. 

The market stories 
suggested the KIO could be 
looking to take advantage of 
the technical situation 
prompted by the proposed 
takeover by BP of Amoco of 
the US. 

That is expected to be fina- 
lised within the next couple 
of months and will leave 
domestic institutions 
sharply underweight in the 


newly-merged company 
which will represent 7 per 
cent of the FTSE All-Share 
index and in excess of 8 per 
cent of the FTSE 100 index. 
The KIO was unable to com- 
ment on the story. BP 
declined to comment and its 
shares closed 3 'a lower at 

933p. 

Retail analysts looking 
bard for signs of hope in a 
sea of gloom were instead 
confronted by more pain and 
misery as Storehouse 
became the latest group to 
join the sector casualty list. 

The company warned that 
it expects full-year profits to 
be below last year's £125m, 
noting that sales growth had 


slowed towards the end of 
the second quarter. 

The news, which again 
cast a shadow over high 
street retailers, came as 
Storehouse reported slightly 
Improved interim profits of 
£38.7m. The company said 
sales volumes were down in 
the five weeks to mid- 
November. and the outlook 
remained “volatile" in the 
run-up to the Christmas 
trading period. 

One analyst said: "No one 
is surprised by the news of a 
profits Call but the extent of 
the problems is what caught 
most people out" 

The shares fell 27% or just 
under 17 per cent to 134lip. 
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by far the worst performer 
in the FTSE 250. after trade 
of 8.3m. Analysts slashed 
full-year profit estimates, 
and profits forecasts previ- 
ously around the £i27m 
mark were said to have 
fallen as low as £110m in 
some cases. 

However. Henderson Cros- 
thwaite was said to remain a 
buyer of the stock and was 
expected to hold its full-year 
forecast at £120m. 

With no end of the sector's 
woes in sight, sellers 
emerged of rival retailers. 
Arcadia Group surrendered 
13Mi to 258 'Ap while Deben- 
bams fell 11 to 360 s *p. Great 
Universal Stores also moved 
against the strong market 
trend, closing 10 off at 618p. 
BTR hit a 52-week low of 92p 
as feedback from a trip by 
analysts to its l)S operations 
trickled into tbe market. The 
shares fell 3 to 97p, with 
traders suggesting the dam- 
age was being done by con- 
cerns over the outlook for 
the markets in which the 
company operated. 

Such concerns were expec- 
ted to weigh heavily on the 
shares as profit forecasts 
were downgraded on ana- 
lysts' return from tbe visit 


r tv win 


The high level of investor 
nervousness over the possi- 
bilities of downgrades to 
profit forecasts was in evi- 
dence when P&O soared cm 
relief that results contained 
no bad news. 

The shares were the best 
performers In the Footsie, 
rising almost 14 per cent or 
82 to 669Vip as figures from 
its joint venture with Ned- 
Uoyd showed third-quarter 
operating profits up 20 per 
cent 

Analysts said the driving 
force behind the advance 
was relief, particularly in 
the implication that the 
impact of the Asian eco- 
nomic crisis was easing 
rather than deepening. 

However, the response in 
the shares was out of propor- 
tion to the contribution the 
joint venture made to P&O. 

Siebe ended down almost 5 
per cent the worst Footsie 
performer, ahead of interim 
results on Monday that are 
not expected to see the com- 
pany return to its 10 per cent 
sales growth rate. However, 
analysts are forecasting a 
rise or about 8 per cent pre- 
tax. The shares, which were 
at 384p earlier this year, fell 
10K to 208p. 

Land Securities declined 
8V t to 803’/:p after Credit Sui- 
sse First Boston issued a 
"sell" note an the stock sug- 
gesting the group's defensive 
qualities are "overvalued". 

Talk of overstocking at 
Asda Group prompted heavy 
selling of the company 
shares. Turnover of 38m 
included a single trade of 


10m and made Asda the joint 
busiest stock of the session. 
The shares declined 2V* to 
15l%p. Sector specialists 
believe the group remains 
vulnerable to a bid. 

Tesco was also a busy 
trade. Volume reached 2lm 
as the shares hardened 9 to 
177p. 

Hopes of a cut in interest 
rates, vague bid talk and a 
broker's recommendation for 
one stock were all factors 
that combined to send retail 
banking stocks ahead and 
helped drive the overall mar- 
ket sharply ahead. 

Barclays was one of the 
sector's best performers 
after Credit Lyonnais Securi- 
ties reiterated its "buy" 
stance on tbe stock. Shares 
in Barclays jumped 83 to 
£12.73 while NatWest hard- 
ened 42 to £10.32. 

Analysts dismissed vague 
bid talk surrounding Halifax 
as the shares put on 24 to 
845p. Bank of Scotland was 
also in demand and the 
shares appreciated 46 to 
630p. 

FKI saw 6w3m traded while 
it rose 6Vq to I27p, helped by 
positive comments following 
interim results on Wednes- 
day. Lehman Brothers yes- 
terday issued a buy note 
that set a price target for the 
engineering group of 238p. 

The prospect of smallcap 
computer group Acorn sell- 
ing its 24 per cent stake in 
microprocessor company 
Arm Holdings prompted a 
rally in both companies’ 
shares. Arm was the best 
FTSE 250 performer as the 
tightly-held and illiquid 
stock gained almost 13 per 
cent, or 125 to £11. Acorn 
rose 9 to 67%p amid 4.2m 
traded. 

At last night’s dose, the 
price of Arm shares valued 
Acorn’s stake at £l27m, 
which outweighs the £62m 
market capitalisation of 
Acorn. 

Acorn said it may have to 
pay tax on the Arm shares if 
it separated that business 
from its other operations. 
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Europe plays catch-up with Wall Street 


EMERGING MARKET FOCUS 
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WORLD OVERVIEW 


European and Asian 
markets outperformed US 
stocks yesterday as investors 
sought bargains among blue- 
chips, writes Michael Peel. 

Seoul, Bangkok and Singa- 
pore all finished sharply 
higher, while Frankfurt. 
Paris and Amsterdam regis- 
tered rises of 1.9 per cent or 
more. On Wall Street, the 
Dow was slightly lower by 
early lunchtime. 

Analysts said European 


stocks now offered superior 
value to those listed in the 
US, where prices have held 
up much better in recent 
months. Goldman Sachs said 
the US market had fallen 
only 3 per cent in local cur- 
rency terms In the past four 
months, compared with a 17 
per cent decline on Euro- 
pean bourses. 

“I suspect that to some 
extent Europe is staging 
something of a catch-up,” 
said Neil Williams, a global 
strategist. Jane Edwards, an 


international economist For recovery in recent weeks," 
Lehman Brothers, said atten- said Ms Edwards. “We have 
tion had switched to Europe had cuts in the US. Canada 
in anticipation of a series of and New Zealand, the baton 


decisions on interest rates 
that are due in the next few 
weeks. 

Germany and France yes- 
terday decided to leave their 


has passed to Europe.” 

She added the reduced 
activity in the US suggested 
investors had already priced 
in future rate cuts by the 


stocks would be unable to 
sustain their recent powerful 
performance. They see the 
rally as liquidity driven, 
reflecting investors' eager- 
ness to spend cash they have 


omist at Dresdner Kleinwort 
Benson, said US investors 
were overconfident and 
could be severely affected by 
a piece of had economic 
news such as a sudden 


Faint stirrings 
amid the gloomy 
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been reluctant to use in the decline in the Brazil or a 


rates unchanged, switching Federal Reserve. The market 
attention to scheduled and was unlikely to suffer a 


potential announcements 
&om Sweden, the UK. Den- 
mark and Italy. 

“This is a bit of a change 
because we had had a US-led 


steep fall as long as the Fed 
to combatted the slowdown 
by cutting rates. 

However, other strategists 
raised concerns that US 


past few months. 

“I think it’s a technical 
rally." said Trevor Gree- 
tbam, a strategist for Merrill 
Lynch. “It could last into the 
new year, but then there will 
be people moving into safer 
assets." 

Dylan Grice, a global econ- 


de valuation in China. 

“There is a bubble on Wall 
Street and valuations look 
extremely stretched when 
you look at forward earn- 
ings.” he said. “My fear is 
that this optimism is over- 
done and is going to have to 
be reversed." 


High techs 
enjoy strong 
early session 


Dax lifted as bank holds rates 




AMERICAS 


Wall Street put in a mixed 
performance in morning 
trade, with blue chips pull- 
ing back while technology 
shares gained ground, writes 
John Labate in New York. 

At midday the Dow Jones 
Industrial Average was 
down 15.98 at 9.025.15. The 
broader Standard & Poor’s 


seller Barnes & Noble rose 
$*.i to $33% on nine-month 
figures. 

Airline stocks were mostly 
lower. AMR, parent of Amer- 
ican Airline, was down $2& 
to $62£ after the company 
said it would buy west-coast 
carrier Reno Air for $i24m. 
Delta Airlines fell 4 per cent 
to $52 and UAL tumbled 
more than 5 per cent to $62% 


500 index firmed, gaining after Salomon Smith Barney 
2.90 to 1,147.38. Advancing cut both stocks to "outper- 
stocks were slightly ahead of form" from “buy". CBS rose 
dec liners on the New York $$ to $29% after Prudential 


Stock Exchange by 15 to 13. 

Internet and other comput- 
er-related stocks had another 
strong session. The Nasdaq 
composite was 15.97 higher 
at 1,913.41. 

"The Dow is up 21 per cent 
in five and a half weeks, so 
we’re having a normal 
pause," said Alfred Gold- 
man, chief market strategist 
at A.G. Edwards in St. Louis. 
Despite thin trading volumes 
in recent sessions, investors 
seem poised to push stocks 
higher in the near-term. 
"There’s money that still 
wants to own stocks. You 
get a modest pullback and 
money shows up." said Mr 
Goldman. 

Among the internet 


Securities rated the stock 
"accumulate’’. 

Semiconductor producers 
were strong risers with 
Texas Instruments surging 
$4V> to $76% after Banc Bos- 
ton Robertson Stephens 
raised its rating to “strong 
buy". 

TORONTO was carried 
higher at midsession by a 
continuation of the momen- 
tum seen on Wednesday and 
by midday, the 300 compos- 
ite index was 46.51 higher at 
(L388.70. 

Overall nine of the 14 sub- 
indices opened in positive 
territory, led by financial 
services. Banks were in 
focus as their earnings 
reporting season began. 


Shares tn FRANKFURT 
climbed 2.2 per cent after the 
Bundesbank, as expected, 
left interest rates unchanged 
and the Xetra Dax index 
closed 105.00 higher at 
4^05.69. 

Karstadt, the department 
store chain, regularly at tbe 
centre of restructuring spec- 
ulation, rose DM30.50 to 
DM 800 -50. The shares were 
tugged along by a DM5.15 
rise in Metro to DM119.10 
after it announced plans to 
raise DM2.3bn through a 
rights offering at DM87. 

Analysts attributed a 
DM24 rise to DM497 in Man. 
tbe truck and machinery 
maker, to one large order. 

Marines ip ann. the engi- 
neering and telecoms group, 
climbed DM5.50 to DM172 
after tbe group posted 
“clearly better” nine-month 
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1200 


strong “buy" recommen da- 


in the eyes of International 
investors. Russia bas been 
t ransf ormed from a paradise 
of opportunity into a market 
pariah in little mare than 12 
months - and it may take 
years to regain its former 
reputation. 

Having frantically bid up 
Russian shares in 1996 and 
1997 on the promise of eco- 
Domic growth, investors 
watched the whole financial 
edifice come crashing to the 
ground this year. 

According to Fitch IBCA. 
the international rating 
agency, as much as SlOObn of 
capital may have been wiped 


Russia 

RTS index 
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tion and a L23.500 target out following the collapse of 55 per cent from their 



1000 


1998 
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1988 


to build and operate a fibre- 
optic internet protocol-based 
network. Philips Electronics 
gained FI 7.30 or 5-9 per cent 
to FI 131. 

Financials were higher 
with ABN-Amro up FI 0.50 to 


of this week’s cut in US 
interest rates. 

UBS put on SFrl0.50 to 
SFr403 while CS Group was 
SFV7.25 higher at SFr214. 

In the insurance sector. 
Swiss Re climbed SFrll? to 


FI 37.80 and 1NG adding SFrS.455, Zurich rose SFr34 


The FfSE Eurotop 300 index 
gained 24.72 or £27 per cent to 
1,113.17. See Ebro Prices page. 


results and reiterated its 
b ullis h forecast for this year, 
suggesting the momentum 
would last into 1999. 

Viag lost another DM35 to 
DM1.025 as tbe market con- 


F1 1.80 to FI 105.90. 

PARIS turned its attention 
to the banks and retailers 
during a bullish session that 
saw the CAC-40 index climb 
94.26 or 2.6 per cent to 
3,706.76, its best level of the 
day and Its highest close 
since September 16. 

Banks were strong per- 
formers. coming back into 
favour on the back of better- 


to SFY895 and Baloise was 
SFr47 higher at SFrIJ270. 

MILAN moved in tandem 
with other European bourses 
with the Mb tel up 402 or L9 
per cent to 21,177. 

Banco di Napoli jumped 
L195 or 9.5 per cent to 13,241 
on the bank’s nine-month 
results, which showed a 34 
per cent rise in net profits. 


price. 

MADRID rallied, led by 
heavyweight Telefonica and 
the general index rose 2035 
or 2.6 per cent to 813.59. 

The gains were partly due 
to technical buying related 
to the options expiry today 

TelefOnlca, tbe . most 
actively traded issue of the 
day. rose Pta410 or &5 per 
cent to Pta6,680 on several 
positive broker recommenda- 
tions following a two-day 
analyst presentation. 

Repsol, the oil and gas 
group, added Pta240 or 33 
per cent to Pta7,S50 on 
reports that the Argentine 
government will allow a 
takeover of YPF by its future 
industrial partner. 

Banks were strong, with 
Banco Bilbao Vizcaya up 
Pta55 to Pta2,060 and Banco 
Santander adding Ptal25 to 


Russia's financial markets 
and- the government’s effec- 
tive default on its domestic 

debt market. The repercus- 
sions of this crash are still 
clanging their way around 
the global financial system. 

With bankers and stock- 
brokers still being sacked by 
the score in Moscow, the 
mood remains overwhelm- 
ingly gloomy. The consensus 
among economists is that 
the government will soon be 
forced into printing more 
money to cow its gaping 
budget deficit, spurring 
infla tion and further impov- 
erishing tbe population. 

The International Mone- 
tary Fund is likely to with- 
hold further funding until 
the government clarifies 
how it can put its public 
finances in order. Russia 


in October although tbe 
trading volumes have been 
very thin. 

In addition, Mr MelLstrom 
argues that Yevgeny Prima- 
kov. the prime minister, has 
done a good job in rallyifig 
political support behind tus 
government and may be able 
to push desperately heeded 
tax legislation through the 
Duma, the lower huuse of 
parliament, more smoothly 
than previous governments. 

-Twelve months ago no- 
one thought it was possible 
to reform and restructure 
the banking sector. Nobody 
thought it was possible jo 
reduce the power of the oli- 
garchs. Nobody thought you 
could get the Duma to an£|t 
to a tough budget for 
especially in an ulectida 
year. Yet all these things nre 


Pta2,675. political uncertainty as both 

HELSINKI was boosted by parliamentary and presiden- 
a rally in Nokia, and the Hex tial elections must be held in 


also faces a renewed spell of happening now.” Mr Metis- 
political uncertainty as both tram says. 


index closed up 138.66 or 3 
per cent at 4.650.52. 

Optimism in the telecoms 
equipment sector lifted 
Nokia, which rose FM21 or 
4.5 per cent to FM489.5. 

Sonera, the telecoms oper- 


tinued to take a dim view of than-expected nine-month 


shares, America Online Toronto Dominion Bank, the 
gained more than 4 per cent country's fifth largest, put 


or $3£ to $S7& after the com- on C$1.05 to C$46.10 as it 
pany announced a new reported fourth-quarter and 
online postage service, year-end results. 

Online brokerage Ameri- In the industrial 1 
trade gained or 5 per cent sector, Newbridge N 
to $18H after tbe company rose 95 cents to C$3'i 
announced a new venture BUENOS AIREi 
with Deutsche Bank. The higher at mldsessioo 
newly public online commu- by firmer foreign 1 
nity site, theglobe.com, and the Merval ind< 
rebounded after recent weak- 3.92 higher at 481.85. 


news that It was in discus- 
sions on a pact with Switzer- 
land’s Alusuisse. 

The telecoms providers, 
under pressure early In the 
session in further response 
to the escalating price war, 
closed mixed. Deutsche Tele- 
kom eased 11 pig to DM45.50, 
but Mobilcom recovered a 


profits from Socfefe Gen&rale 
and merger speculation. 

By the dose. SocGen was 
FFr35 or 4.7 per cent blgher 
at FFr780, CCF was FFr14.60 


Telecom Italia rose L317 or a tor, rose FM0.90 to FM63. 
1.7 per cent to L12J572 after Harwall, the foods maker, 
the appointment of a new jumped 6 per cent as the 
chief executive - Franco company held Its biannual 
Bemabe, chief executive of meeting in London. 

Bulgari gained L97 or 1 per Written and edited by Michael 


tbe next 20 months. 

"There is a feeling that 
yon may have seen the worst 
in most emerging markets, 
but that increased optimism 
bas not yet spilled over into 
Russia." says Par Mellstrom. 
bead of research at Bruns- 
wick Warburg, the Moscow- 
based investment bank. 
"The market is still in the 
mood to expect bad news." 

There have, however, been 
some faint stirrings of life. 


□ess, climbing 34 per cent or 
S10B to $43. 

Retailers continued to 
trade on earnings announce- 
ments. Venator plunged $1 
or 10 per cent to $9 after the 
company reported its third- 
quarter results, but book- 


year-end results. sharp early fall to close were boosted by an easing of 

In the industrial products DM9.95 higher at DM450. worries about the outlook 
sector, Newbridge Networks In car stocks, Daimler- for emerging markets, 
rose 95 cents to C$37.55. Chrysler put on DM7.15 to LVMH rose FFr61 to 
BUENOS AIRES was DM147.55, still riding high FFr1,091 and Carrefour was 
higher at midsession, helped after tbe official start of FFr200 higher at FFr4.185. 
by firmer foreign markets trade on Tuesday. Volkswa- Both have been heavily sold 
and the Merval index stood gen put on DM3 to DM133 on their exposure to Asia 
3.92 higher at 481.85. after the company said Euro- and Latin America, 

Real estate company Alto peon delivery figures for L’Oreal closed FFr195 
Palermo was a winner, up 60 January to October showed higher at FFr3,387 and Pin- 
centavos at 7.30 pesos, while it had again increased its ault-Printemps Redoute put 


higher at FFr423.60 and BNP cent to L9,655. Morgan Stan- 
stood FFr6.60 higher at ley Dean Witter issued a 

FFr369. 

Recently underperforming 
retail and consumer stocks 

were boosted by an easing of — — 

worries about the outlook S^SZSS^SJSSa 

for emerging markets. 

LVMH rose FFr61 to ***** 


Morgan, Emiko Terazono, Peter In nominal terms. Russian 
HaU and Michael Peel shares have already bounced 


John-Paul Smith. Russia 
strategist at Morgan Stanley 
Dean Witter, says: "It is very 
difficult to go out and advise 
people to buy. You have still 
got a very bad news fiqw 
from the market. « 

"But my feeling is that 
something is stirring. If Pfi- 
makov can co-opt the Duma 
and pass tax and PSA [pro- 
duction sharing agree meat J 
legislation for the oil indus- 
try, then it would alter the 
political landscape in a posi- 
tive way," he says. 

John Thornhill 
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market heavyweight YPF market share. 


put on 1.10 pesos to 29.50 
pesos, benefiting from gov- 
ernment plans to relax rules 
governing takeover bids. 


AMSTERDAM was lifted 
by buying in technology- 
related stocks and the AEX 
index rose 19.56 or 1.9 per 
cent to 1.073.16. 


ault-Printemps Redoute put 
on FFr413 to FFr961. 

Utilities group Vivendi fin- 
ished FFr54 higher at 
FFrl.319 on speculative 
demand sparked by talk that 
tbe company planned pre- 


Golds give Jo’burg shine 


Baan rose FI I.6Q or 7.6 per sentations next week to ana- 
cent to FI 22.70 on reports lysts on its communications 


SOOTH AFRICA 


Gold stocks led South 
African equities ahead, and 
the overall index rose 27.7 or 
0.5 per cent to 5.731.6. 

A rise in bullion lifted 
golds, with the sub-index up 
3.4 per cent. Western Areas 


rose 175 cents or 8 l 3 per cent 
to R22.75 and Anglogold R9 
or 3.3 per cent to R286. 

Industrials rose 0.5 per 
cent and financials were up 
0.8 per cent. Investec rose 
480 cents to R196. while Lib- 
erty Life added 130 cents to 
R98.20. 


that Goldman Sachs held a 
stake in the company. The 
US investment bank dis- 
closed in a Securities and 
Exchange Commission filing 
that it held a 10.5 per cent 
stake in the software group. 

KPN rose FI 2.90 or over 4 
per cent to FI 75.30 after 
announcing a joint venture 
with Qwest Communications 


strategy. 

ZURICH was firm as inves- 
tors covered positions ahead 
of today’s options expiry, 
with financials at the centre 
of attention after Tuesday's 
US interest rate cut 

The SMI index finished 
142.9 or 2.1 per cent higher at 
6.993.8 as financials basked 
in the spotlight in the wake 


Seoul soars on foreign demand 


ASIA PACIFIC 


Strong foreign demand for 
index heavyweights sent 
SEOUL 4.1 per cent higher 
and raised hopes for 
increased investment from 
abroad In the wake of US 
rate cuts. The composite 
index gained 17.32 to 441.06 
as local institutions snapped 
up blue chips. 

Foreigners were estimated 
to have bought a net 
Won23bn of shares, while 
Institutional investors 
posted net sales of 
Won24.3bn, off an earlier net 
selling figure of Won34.5bn. 

Blue chips favoured by for- 
eigners included Samsung 
Electronics, which rose 
Won2,500 to Won6S,400, and 
Korea Electric Power, which 
closed Won950 higher at 
Won245S0. Pahang Iron and 
Steel added Won2,100 to 
Won58,400 and SK Telecom 
was up Won 16.000 to 
Won600,000. 

Foreign investors were 
also aggressive in the 
futures market on specula- 
tion that rating agencies 
would soon raise South 
Korea's sovereign rating. 

TOKYO pulled hack amid 
growing scepticism over 
reports the government 
planned a cut in sales tax, 
writes Naoko Nakamae. 

The Nikkei 225 Average 
fell 1.7 per cent or 244.77 to 
14.354.46. a breath away from 
Us low of the day after trad- 


Soutb Korea 
Korea Composite 

600 
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neer continued to fall after it 
announced poor earnings 
earlier in the week. Its 
shares fell 8.1 per cent or 
Y176 to YL999. Toyota also 
slid 4 per cent or YI25 to 
Y2,9B5. But Nissan was up 
Yl4 to 356 and Honda Motor 
rose or Y80 to Y-M10. 

In Osaka, the OSE index 
was down, falling 67.54 
points to 14,962.75. 

BANGKOK was propelled 
a 3 per cent higher in a late 
rally fuelled by speculation 
that Thai Military Bank 
might soon close an equity 
deal with foreign partners. 
Thai Military closed BHL35 
higher at BtlO.75. pulling the 


ing as high as 14,642.96. higher at BtlO.75. pulling the 
Other indices were lower, financial sector up almost 9 
with the weighted Nikkei 300 per cent and the SET index 
index losing 2.43 to 220.24, 13.43 to 3S&56. 
while the broader Topix Most key sectors ended 
index of first-sector stocks higher. Building stocks 
fell 9.42 to 1J04.00. Volume jumped 8.6 per cent and 
was heavy at 515m shares, chemicals were 8 per cent 
with 659 issues declining and higher. 

492 rising. JAKARTA built on 

Construction shares saw Wednesday’s rise as the 
heavy volume after reports steadiness of the rupiah con* 
that Aoki Corporation, a tinued to encourage inves- 
general contractor, had tors. The composite index 
announced a large-scale rose 9.13 or 2JS per cent to 
restructuring programme. 319.12. adding to the previ- 
Aoki’s shares, tbe most ous day’s 3.9 per cent 
heavily traded of the day, increase, 
fell Y1 to Y77 after rising as Several companies bene- 
hlgfa as Y93 l But other con- fited from a belief that the 
tractors made large gains, currency stability would 
with Haseko rising 4JJ per help limit their foreign 
cent or Y3 to Y73 and Shim- exchange losses. Hapjaya 
tzu climbing 3.1 per cent or Mandala Sampoerna, the rig- 
YI2 to Y406. arette company, which made 

Exporters were mixed. Pio- a net loss of Rp752-5bn in the 


first nine months of this 
year, jumped RpfflO or 15JI 
per cent to Rp4,575- 

Telekomunikasi Indonesia, 
the partially privatised tele- 
phone utility, climbed Rpl50 
or 5.7 per cent to Rp2.775. 
Telekom returned to the 
black in the third quarter of 
this year after sustaining a 
Rpl.176.7bn first-half loss. 

Indofood, the food manu- 
facturer, gained Rpl75 or 5.2 
per cent to Rp3^50. 

SINGAPORE closed 
sharply up for the second 
day running as foreign 
investors bought shares In 
blue-chip companies and 
property stocks. The Straits 
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finan cial sector up almost 9 Times index finished 44.85 or 
per cent and the SET index 3.6 per cent higher at 
13.43 to 35&56_ L316.55. 

Most bey sectors ended City Developments, the 
higher. Building stocks property company, enjoyed 
jumped S.6 per cent and one of the biggest rises, ft 


finished S$1 or 14.6 per cent 
higher at S$7J5. 

The most actively traded 
stock was Keppei Land, part 
of the diversified Keppei 
group, which climbed 17 
cents or 9.6 per cent to 
S$1.95l. 

TAIPEI reached a three- 
month high, buoyed by gov- 
ernment and central bank 


BANK OF SCOTLAK3 


U.S.S250.QQ0.QQQ 

Undated Floating Rate Primary 
Capital Notes 

Notice Is hereby ghen that Bo Rata 


and Bitf the Hamat payable on tie 


Notice of adjourned Meetings of the Holders of the issues of Instruments 

referred to below 

Telefonica Europe By. 

(apnvaEe company umk Unwed babiny under NedufiimchbiPu^cnrfvruK 

u.s. $2,000,000,000 

Programme for the Issuance of Debt Instruments 

(the “Progitfrotw’’) 

guaranteed by 

TELEFONICA, S.A. 

PTE 1 5,000,000,000 Collared Floating Rate Notes due 2004 issued under the Programme 

(the "‘Portuguese Fo-miix Nrfe-O 

U.S. $500,000,000 6.375 per cent. Instruments due 2003 issued under the Programme 

(the ‘US Dollar Nous") 

(together, the ‘’Instruments'’) 

Notice Is hereby given by Telefonica Europe B.V. (the “ issuer") that a quorum was not present nr each olrhe 
meetings (the ‘'Original Meetings") of holders of the Portuguese Escudos Nmo and holders of the US 
Dollar Notes (the holders of each senes, che “Holden") convened on filth November. 1908 at 10.00 j.m. 
and 4-00 p.m. (London rime), respectively, that both the Original Meetings were adjourned by the 
Chairman thereof and that the adjourned meeting; of holders of the Portuguese Escudos Notes and hidden 
of the LIS Dollar Notes will be held at 65 Fleet Street, London EC4Y 1 HS on Thursday, 3rd December, 199S 
at 10.00 ajn. and 4.00 p m. (London time), respectively, (together, the “Meetings") for the purpose of 
considering and, if thought fit, passing the following resolution which will be propibcd as an Extraordinary 
Resolution at each of the Meetings in accordance wirh the provisions of the rerms and condition, of the 
Instruments and the issue and Paying Agency Agreement dared 12th November, 1996 (the ‘Agency 
Agreement") made between the Iwxr, Telefdnica de Espafia. S.A. (now Tekfomca, SA.), Bankers Trust 
Company as fiscal agent and principal registrar (the "Fiscal Agent"), Bankers Trust Luxembourg S. A. as first 
alternative registrar. Bankets Trust Luxembouig SA- and Swiss Bank Corporation (now UBS AG) m 
paying agents (together with the Fiscal Agent, the “Paying Agents"). 

EXTRAORDINARY RESOLUTION 

“THAT the Holden hereby resolve to approve the reonjanoarion ofTelefdnica. S. A. (the “Guarantor"), the 
guarantor ot the Instruments, involving the transfer by the Guarantor of all its assets, liabilities, rights, 
obligations, operations, employees and all contractual and other undertakings directlv or indirectly related 
to ics telecommunications business in Spain tu Telefonica Sociedad Oper*fota de Senicw de 
Telecomunicadones en Esparto. SA. (the “Additional Guarantor"), a newly established wholly-owned 
subsidiary of the Guarantor, incorporated in Spain and registered m Madrid Mercantile Registry under 
^nation NtauraeU.170, Folio 6, Section S, Page M-213LSO, as approved in outline by a general 
sharfwUms meeting ^TeiefSniu, S. A, held on i7thMarch, 1998aralbya meenng.rfaboaidotdirecr.Yis 

m ^ Se t* ember ’ ^ * fimher detailed in rhe Briefing tu Holders Jared 2 Jid 
the reorganisatiun of the Guarantor produced ro rhe Meeting and initialled lor rhe 
purpose of Idenntication by the Chairman, and to approve the appointment of the Additional Guarantor as 
an additional guarantee of the Instruments; and the Holder, hereby authorise and direct each of the F«ucr, 
the Guarantor, the Additional Guarantor and the Paying Agents ro execute, petferm and concur hi all such 

‘Want to the tennsof the AgencyARreement, Instruments may be deposited with or tu the order of any of 
the fttying Agents nuclei than 48 hours before the time fixed for holding the Meeting but n.* thereafter, 

* ° bc f 1in ? «n*ks«® or including vut* in Hock voting .re* ructions. Existing 

votmg cem Hones and v^ung miurucnon forma completed in relation to the Original MeetimTwM 
coounne to be vahd for the Meetings unless, in the case of voting ccrtificatexT^^re^xSered 

The quotum required at each of dre Meetings for the paring of Ac Resolution e two or more pereun. 
present m person, holding Instruments, voting certificate* or block voting instructions. P* 15 ”" 11 . 

Copies of the Aflcncy Agreement and the terms and cunditions of r hr I n^n. -i li * 
iffepection and copies of the Briefing to Holden dated 2 ^ixl October lOQrt i *** :,vn, kl>le Ux 

^^^ P T ipJR * 8iS,I ®' Frort Alternative Registrar 

1 AppddsSwEm ^£fc^ L ?D ,, ^ S i A ‘ 

London EC2A2HE 
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Several companies bene- efforts to urge banks to keep 
fited from a belief that the credit flowing to healthy 


currency stability would 
help limit their foreign 
exchange losses. Hanjaya 
Mandala Sampoema. the cig- 
arette company, which made 
a net loss of RpTSLSbn in the 


companies. 

The weighted index rose 
200.20 points or 2,8 per cent 
to 7,300.34, its highest level 
since it dosed at 7,371.84 on 
August 15. 


May 20, 1993 against coupon No. 
27 in respect of U^S 10.000 

flomfctf of he Notec wl be 
U.SJ2B33B end ti reaped d 
U.S33SO.OOO nominal of the Note 
«flbaUAS0L59aaB. 


Bankec Tmsr Lmremh -urg S A *-™uwi3 i n»t Lompany UBS AG 

?”-* 'App.USmn.aZS.c r Cr^,. 

1,2450 Uaembuun: oSSiSSS* 

THCTSHoSd aHOuS^OMUT ASTO ™ E ACTION 

ACCOUNTANT OR OTHER LAWYER. 

20thNnvenln.'mS — — — 

' Telefonica Europe B.V. 


Paying Agents 
Bunkera Trust Comp any 
1 AppuU Street, Broadgarc 
Limdun EC2A 2HE 
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FT DIRECTOR 2 MANAGING RESPONSIBILITIES: COMPETITION LAW 


THE COMPETITION ACT by Peter Mandelson, trade and industry secretary 
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The life blood of the economy 


Free and fair competition is the 
life blood of a competitive econo- 
my. Competition i s the spur to 
innovation, enterprise, investment 
and productivity growth. UK com- 
panies need this spur if they are to 
be fit to meet the challenges of the 
modem global economy. We can- 
not afford weak, uncompetitive, 
domestic markets, in which car- 
tels, abuses of dominance and 
other anti-competitive behaviour 

hold back genuine enterprise, com- 
petitiveness and wealth creation. 

It is true that politicians of all 
parties recite these truisms but 
only this government has put the 
words into actions. The laws 
against anti-competitive behaviour 
in this country have been allowed 
to become outmoded and largely 
ineffective. Reform is long over- 
due. The failings of the current 
legislation are well known: it is 
unacceptably slow, bureaucratic 
mid weak, and is sadly lacking in 
any real penalties or deterrence, or 
recompense for those who are 
damaged. That is why the govern- 
ment brought forward new legisla- 
tion within six months of co ming 
to office. 

The Competition Act 199 S will 
put these failings right. It is the 
most important reform of competi- 
tion law in the UK for more than a 
quarter of a century, and will 


make significant changes to the 
business environment. For this 
reason we have allowed a gener- 
ous period for the transition to the 
new regime, with the main provi- 
sions of the Act co ming into force 
on March l, 2000. 

Although some of the changes 
are straightforward, tt is impor- 
tant that business understands 
them fully beforehand. The act 
introduces a prohibition system 


Free and fair competition is 
the spur to innovation, 
enterprise, investment and 
productivity growth 


modelled on EC competition law 
where anti-competitive agree- 
ments and abuses of market domi- 
nance will be prohibited. As a 
result, business will be far better 
protected from companies which 
seek to rig the market against 
them, or to abuse a do minan t mar- 
ket position. In return, they will 
have to take greater responsibility 
to avoid anti-competitive behav- 
iour themselves. 

Prohibition-based systems 
already operate in much of the 
Organisation of Economic Co-oper- 


ation and Development countries 
and it is recognised that the prohi- 
bition approach provides a far 
more effective and efficient means 
of deterring anti-competitive 
behaviour. Unlike much of the 
UK’s current farm-based legisla- 
tion, the new law is concerned 
with real effects, and it will target 
only that behaviour which actual- 
ly damages competition. 

For the first time the director 
general of fair trading will have 
genuinely effective powers of 
investigation and enforcement. 
Infringements of the new prohibi- 
tions wiD be unlawful, and finan- 
cial penalties and civil action for 
damages may follow. Where appro- 
priate, the director general will be 
able to impose interim measures to 
bring an imm ediate stop to seri- 
ously anti-competitive behaviour 
while his investigation is complet- 
ed, unlike in the past when small 
companies went out of business 
while the competition authorities 
conducted their inquiries. The util- 
ity regulators will have the same 
powers in their sectors. 

We are clear that full rights of 
appeal must go hand in hand with 
these stronger powers. A new 
Competition Commission will take 
over from the Monopolies and 
Mergers Commission, and a new 
tribunal, within the commission. 


will hear appeals against the direc- 
tor general’s decisions under the 
new law. The tribunal will have 
equivalent status -to the High 
Court 

Alignment with the EC competi- 
tion rules is in itself an important 
feature of the new regime. For too 
long British companies have had 
to deal with two completely differ- 
ent sets of rules, one at domestic 
and one at European level. This 
puts UK companies at a dis- 
advantage com- 
pared to many of 
their competitors 
elsewhere in the 
EU. The new law 
will finally give 
us a system 
which works in 
harmony with the 
European rules. 

In short^the new 
act will ensure that 
the UK has the 
modem and effec- 
tive system of com- 
petition law that is 
a prerequisite to 
efficient markets 
and competitiveness. 

It will strengthen our 
economy, brin g in g sig- 
nificant benefits to con- 
sumers and business 
alike. 





OFFICE OF FAIR TRADING 


The Competition 
Act 1 998, which 
was enacted on 
9 November, 
fundamentally 
strengthens the 
powers of the UK 
competition authorities. 

The Act will give them 
effective powers to 
investigate alleged anti- 
competitive activity and the 
ability to impose financial 
penalties on businesses that 
infringe the legislation. UK 
businesses need to take 
steps to ensure that their 
commercial dealings comply with the new Act's 
provisions. The Act will provide better protection for the 
consumer - not only for the individual consumer in the 
High Street, but also for businesses in their capacity as 
consumers. 

Help and advice on the new Act is available. Next week the 
Office of Fair Trading launches an education programme 
to help businesses prepare for the coming into effect of the 
new legislation in March 2000. This programme will be 
carried out with the support of local chambers of commerce 
and other business organisations. The OFT will produce a 
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series of leaflets summarising 
the new Act; release a short 
video which portrays the 
importance of compliance 
and the effectiveness of 
making a complaint; and 
make OFT officials 
available to speak at 
seminars and similar 
events. 

More detailed 
information on the 
Act will be set out in a 
series of guidelines 
that tiie OFT will be 
publishing in 
conjunction with 
sectoral regulators. 
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The Chapter I 
Prohibition 


To register your interest 
in receiving publications 
on the new Act as they 
become available 
and/or in taking part in 
the education 
programme, or to find out more, 
contact us through any of the 
methods below. 


The Major , 
Provisions 
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Competition Act enquiry line 
Tel: 0171 211 8989 

E-mail: enquiries.competitionact@oft.gov.uk 
Fax: 0171 211 8992 


Correspondence 
Competition Act Enquiries 
Office of Fair Trading 
Room 117, Field House 
15-25 Bream's Buildings 
London EC4A 1 PR 


Internet Web pages 
<www.ofLgOv.uk/html/new/aet.htrn> 
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FT Director 


Welcome to the first issue of 
F T Direc tor, a new quarterly 
publication designed to 
provide directors of 
companies with the 
Information that they need 
for many of the important 
personal and business 
decisions they have to take. 

The range of topics every 
quarter wiD embrace finance, 
human resources, and 
strategy as wel as 
developments in ethical 
areas, such as corporate 
governance, community 
involvement and 
environmental policy. 

In addition, regular 
columnists wifi offer their 
own reflections on taxation, 
law, information technology, 
and other specialist 
subjects. 

In this first issue we look 
at the very important 
changes that have been 
Introduced in the rules 
governing ant-competitive 
behaviour as a result of new 
UK legislation. We also 
examine haw legal firms are 
gearing up to provide 
services to globalising 
clients and look at some of 
the issues surrounding the 
way companies 
communicate with their key 
constituencies. 

In the next issue, due to 
appear on March 12, we will 
be covering in more detail 


how to manage in a 
downturn, with a number of 
special articles on crecfit 
management, as wefl as 
looking at executive 
remuneration policies and 
strategies ter protecting and 
developing brands. 

in the issue of June 24 the 
main focuses win be 
corporate risk management, 
corporate governance in 
con tinen t a l Europe and fleet 
finance options. 

Other topics which are 
scheduled for later in the 
year indude a special look 
at what management 
consultancies can offer and 
an examination of the 
emerging skills gap and the 
likely xnpact it wHl have on 
business. 

If you have any 
suggestions for future 
coverage or any comments 
on this first issue, please 
contact, Nicholas Lesfle, 
Editor, FT Director, FT 
Surveys, One Southwark 
Bridge. London, SE1 9HL, or 
fax +44 (0)171 873 3197. 
(E-mail Nick.LeslieQFT.com). 

For copies of the synopsis 
of the next issue, or for 
details of advertiseme n t 
positions, please contact 
William Macieod, at the 
above address. Tel +44 
(0)171 873 3699. Fax +44 
(0)171 873 4296. E-mail 
WiNiam.Macleod@FT.com. 
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Managing 

Companies will have to conform to different ways of doing 
business under the new UK Competition Act 

• Profile: John Brfdgeman 

• The main provisions 

• Compliance 

• UK-EU convergence 

• Transition period 

• Utilities Page 4 

Managing people 

While unions believe they face fresh challenges under Emu 
chief executives are having to confront the effects of a 
changing business dimate 

• Emu and industrial relations 

• Pressures on chief executives 

• Perks 

Managing finance 

Risk is taking on a whole new meaning 

• Accounting standards 

• Corporate self-assessment Page 7 

Managin g strategies: 

Companies are under pressure to Increase and improve the 
information provided for shareholders 

• Communications 

.• Case study - British Telecommunications 

• Shared service centres 

• Managing in a downturn 

International legal services 

dlfferin 9 strategies to take 
advantage of global opportunities 

• Overview 

• Profile: Ruth Markland of Freshfields 

• The US 

• Russia 

• The Middle East 

• Profile: Bill Tudor John of Allen & Overv 

• Hong Kong 

• Singapore 

• India 
On the Agenda 
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• Tax issues 

• Information technology 

• Millennium update 

Edi torial production: Sarah Murray 
Front cover Illustration: Rod Hunt 
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PROFILE 

JOHN BRIDGEMAN 
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in the art 


of persuasion 
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Britain's competition 
in the exercise of his 

Asked how it feels to be one 
of the UK’s most powerful 
unelected officials, John 
Bridgeman, director general 
of fair trading, looks blank. 
^t-Then-he recovers his' 

■ v equilibrium. “I'm not sure 
that powerful is particularly 
an adjective that I would . 
choose," he says, picking 
his words with care. “I have 
power to enforce the law, 
but my objective is that 
those powers win not have 
to be deployed with 
extravagance; my objective 
is to persuade people to 
stay within the taw* 
it is a lawyer's answer, 
carefully calibrated to make 
clear that the authority he 
wields stems from 
parliament, and is 
circumscribed by law. He 
looks rather like a lawyer, 
with his blue pinstripe and 
gold watch chain. 
Subordinates who wait, like 
i junior counsel, to offer a 
-rword of explanation or 
qualification reinforce the 
impression. 

He might be a soldier, too. 
He has the air of a senior 
officer plucked from the 
front fine to liaise with a lot 
of tom-fool politicians. This 
is not too far from the mark. 
He spends much of his 
spare time being honorary 
colonel of the Queen’s Own 
Oxfordshire Hussars, a 
smart territorial regiment of 
royal yeomanry. 

Yet, Mr Bridgeman is not 
a lawyer, or a soldier, or 
even a career civil servant 
He is a chemist (University 
College, Swansea), turned 
economist (Oxford and 


enforcer plans to adopt a subtle approach 
considerable new powers 


Montreal) and management 
theorist (Keele). He Is also a 
businessman who worked 
his way up from graduate 
trainee to managing director 
of British Alcan Alumniuin. 

For the past three yeare, 
he has been director general 
of the Office of Fair Trading, 
in the period - perhaps its 
most important since being 
established 25 years ago - 
when the politicians have 
finally acted on its 
decade-old demands for 
radical changes in the 
competition regime. 

The fact that the changes 
are happening on his watch 
dearly gives Mr Bridgeman 
pleasure, although he does 
not say so. He also resists 
an invitation to blame a 
weak Conservative 
government for the years of 
delay, which sided only 
when the incoming Labour 
administration told the Civil 
Service to make competition 
law a priority. 

There wasn’t the political 
imperative," is all he wifi say 
of the delay in updating 
competition law. "People 
would say ‘well, the OFT is 
not doing that bad a job; 
you've just taken the cement 
cartel to the High Court and 
fined them E8m - you have 
powers, you are just not 
applying them wefi enough’." 

Yet, he is scathing about 
the regime being replaced 
by the Competition Act, 
princfpaHy the Restrictive 
Trade Practices Act, which 
provided few investigatory 
powers and was -aimed more [ 
at ensuring that companies 
registered the wording of i 


agreements than at 
preve nting abuses. 

The RTPA, he says, was 
"essentially form-based, not 
effects -based. Not 
surprisingly, it meant that a 
great deal of emphasis was 
bn constructing agreements 
whose form did not offend, 
but which had the potential 
to have anti-competitive 
effects". 

The new act, he says with 
a touch of asperity, merely 
brings the UK into line with 
the Sherman Act pal of the 
US competition regime, 
passed in the 1890s. *106 
years old today, and we are 
having something which is 
[taking effect in] 2000. We 
missed the twentieth 
century,’ he says. 

There are, he says, plenty 
of good reasons why the old 
regime had to go. The fact 
that we had bus companies 
being subject to predatory 
pricing, but they had gone 
out of business by foe time 
inquiries had come to an 
end, is a very poor reflection 
on the regime which the 
state provides for business. 

The fact that these very 
serious offences can have 
been committed, which in 
many countries would fed 
foul of the criminal 
jurisdiction . . . and all that a 
court can do is to ask the 
parties for an assurance that 
they will not do it again is a 
poor reflection of a modem 
business dimate. ' 

But now the OFT has real 
powers to investigate, even 
to carry out dawn raids on 
companies it thinks are not 
co-operating; it can suspend 
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agreements while 
investigations are carried 
out; aid corrpanies judged 
to be breaking foe rules can 
be fined 10 per cent of their 
turnover. 

He says there is no danger 
the pendulum will swing too 
far the other way. The 
potency of the new powers 
Has not in their deployment 
but in their deterrent effect 
"People are going to realise 
that we can actually make 
things happen, should we 
have to, in a way that we 


were not able to before." 

But there will be no 
attempt to use the 
sledgehammer unless it is 
needed. "I would hope that 
the OFT already has 
sufficient credibility, 
sufficient respect in the 
business community, that 
any one of my case officers, 
investigating officers, 
lawyers, could go to virtually 
any company in the land 
and say we are pursuing 
certain investigations ... this 
is the information that we 


require, and in most cases 
that is what we get.’ 

To reinforce this credfofiity, 
foe OFT is going through a 
substantial shake-up that 
will put new people info 
most senior jobs in the 
competition policy division, 
beef up the cartels branch 
and introduce a new 
generation of case officers 
and legal advisers. 

Mr Bridgeman does net 
see as a huge problem the 
fact that surveys have 
shown confusion in the 
business community about 
their legal responsibilities 
because the act has only 
just been given royal assent, 
and many of its provisions 
do not come into effect until 
March 2000. Also, he says, 
many directors of large 
companies do know what 
the new Saw requires, even if 
many in smaller 
organisations do noL 

"It must be a priority that 
we give smali and medium- 
sized businesses the most 
help m understanding this 
tew. because, frankly, they 
are not weQ resourced to go 
through this,” he says. 

The OFT is determined, he 
says, to make sure that the 
legislation is understood by 
the time it comes fully into 
force. But he leaves little 
doubt that companies would 
be well advised to make 
sure they understand their 
responsibilities, because the 
law will be enforced with the 
utmost rigour. 

The benefit of clear law is 
that you can implement it 
robustly with confidence," 
he says. 

There could hardly be a 
clearer warning. The lawyer 
in Mr Bridgeman may not 
like to be seen by outsiders 
as personally powerful, but 
the soldier win be pulling no 
punches. 

“I’m going to be robust," 
he says. "Firm but fair.” 

Kevin Brown 



Comptanca wJB require traWng employees In the new 
j rtqutnmwiti of th* tevr 

\ 

t 

lA charter to 

i 

i 

; catch cartels 


Continued from page 1 

"Compliance requires a care- 
ful review of existing agree- 
ments and business prac- 
tices, training staff in the 
new requirements and put 
ting in place procedures in 
ensure continuing confor- 
mity with the law." the Grm 
said. 

"Even companies which 
monitor their activities 
against the requirements of 
existing EU competition law 
need to take action. The now 
regime will apply to many 
agreements nnd practices 
which, because their effort Is 
purely domestic, are nut 
caught by community I.mT 
it added. 

Companies which an* not 
already taking steps tu make 
sure that they do not break 
the EL' rules will need to set 
up compliance regimes to 
make sure that behaviour 
which was acceptable under 
the previous regime does not 
get them into severe trouble 
under the new one. 

They also need to be 
aware of the possibility of 
civil action for damages by 
third parties that claim to 
have been victims of 


.inti-competitive behaviour. 

The RiU makes no explicit 
provision lor such actions 
hut most lawyers believe 
that it will take place, possi- 
bly on a contingency fee 
basis. 

Despite the Lick of pn?pu 
rutiuns among companies, 
the new law has hmad sup- 
port among competition law- 
yers. 

Peter Willis, <->>tii|**titiun 
specialist nt Taylor Juytwm 
Garrett m luudun, says it 
should achieve its objectives 
of making cartels nervous 
and giving heart tu victims 
of anti -competitive behav- 
iour. 

‘'Tin* LTiinpelittnn Act has 
a milch better chance of 
catching cartels than the 
existing rules." he says. "If 
the dirrciur general of fair 
trading cannot catch them 
with the powers he will have 
then he is never going to. 

“In a number of cases in 
the past, clients of mine 
have known they are being 
stitched up by the competi- 
tion and there has been little 
they could do about. IL The 
new powers will make a 
complaint much more worth- 
while." says Mr Willis. 


Your competitor's largest customer 
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Calling a halt to 
cosy agreements 

The OFT Is now equipped to be effective against both 
anti-competitive behaviour and moves to dominate markets 


needs product fast. 
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The Competition Act 
introduces a radically differ- 
ent system of law from the 
two main pieces of legisla- 
tion that it replaces, the 1976 
Restrictive Trade Practices 
Act and the 1980 Competi- 
’ . tion Act, which the Office of 
Fair Trading has regarded as 
ineffective for at least a 
decade. 

Broadly, the act creates a 
regime under which anti- 
competitive behaviour will 
be illegal, whether or not an 
agreement between compa- 
nies is spelt out. The OFT 
will also have tough powers 
of investigation, and win he 
able to Impose heavy fines 
for infringements of the 
rules. It wifi Investigate anti- 
competitive monopolies, hut 
the government has retained 
y‘ the monopolies and mergers 
provisions of the 1973 Fair 
Trading Act. for use in cases 
where, for example, the OFT 
wants to mount a broad 
industry-wide inquiry rather 
than one aimed at a parti cu- 

lar company or group of 

companies. 

The act is based closely on 
articles 86 and 86 of the 
Treaty of Rome, bringing the 

. v UK Into line with the Euro- 
\ pean Union. The OFT will be 
required to interpret the act 
in line with European case 
law, avoiding conflict 
between the two competition 
regimes. 

There are two main provi- 
sions: 

• The chapter one prohibi- 
tion, aimed at antl-competl- 
?' tive agreements which have 
the object or effect of 
restricting competition with 
the UK, and which affect 
trade. The prohibition 
extends to trade associa- 
tions, and to concerted prac- 
tices, where businesses 
knowingly co-operate rather 
than compete, even where 
they have not expressly 
entered into an agreement. 
Agreements will fell foul of 
_• , the prohibition only if they 
~ 1 y have an “appreciable 
impact- The OFT says (not) 
that most agreements where 
market shares fell below 25 
per cent wffl not have appre- 
ciable effects. The exception 
will be agreements that 
involve price ffiring, wn^cii 

will be Teganled as apprecte- 

ble, however small the mar- 
ket share involved. 

, • The chapter two prohiht- 


tion, aimed at abuses of 
dominant "laritaf positions. 
It will not be illegal to hold a 
dominant portion, -only to 
use that dominance anti- 
competitively. There is no 
clear definition of market 
dominance, bat the OFT is 
likely to regard it as being 
when companies have more 
than 40 per cent of a market 
Officials say companies with 
market shares below 40 per 
cent may be viewed as domi- 
nant in some circumstances. 
The OFT also has wide dis- 
cretion In determining the 
relevant market, and is 
likely to be prepared to 
examine narrower geograph- 
ical markets than the Ruro- 


‘The new UK 
legislation allows 
companies to ask 
for confidential 
guidance by 

the OFT 
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p pa n Commission. 

There are several auto 
pmtir exclusions and exemp- 
tions, including mergers, 
agreements exempted by the 
£U, and related restrictions 
such as agreements by ven- 
dors not to compete for a 
certain period with busi- 
nesses they have sold. Any 
agreement registered under 
the Restrictive Trade Prac- 
tices Act which has not been 
referred to the Re stri ctive 
Trade Practices Court will 
be excluded. 

The OFT will take into 
account EU “comfort letters" 
(informal guidance to com- 
panies on the legal states of 
an agreement) and “vertical 
agreements’* between compa- 
nies at different levels of the 
supply chain have been 

excluded pending a review of 

the EU approach. 

The main practical differ* 
ence for many companies 
will be that they will ho lon- 
ger be required to notify the 
OFT of ail agreements with 
other companies. They wfll 
be expected to decide for 
themselves whether an 
agreement appreciably 
restricts competition. If none 
of the block exclusion or. 


exemptions applies, it may 
be possible to gain an indi- 
vidual exemption from the 
OFF on the grounds that the 
benefits of an agreement out- 
weigh its anti-competitive 
effects. This might be 
granted if the agreement 
contributes to improving 
production or distribution, 
promotes technical or eco- 
nomic progress, and allows 
consumers a fair share of the 
benefits. However, the OFT 
would also take into account 
the extent to which competi- 
tion was weakened. 

Unlike the EU competition 
regime, the UK legislation 
allows companies to ask for 
confidential guidance by the 
OFT on the legality of an 
agreement as an alternative 
to seeking a legally binding 
decision, which will be a : 
public document. Seeking I 
guidance rather than a deed - 1 
sion would avoid, unwanted 
publicity, but would provide 
less protection against a 
civil suit for damages 
brought by a third party. 

Guidance that an agree- 
ment was unlikely to 
infringe the law would pre- 
vent the OFT from reopen- 
ing the ragg, unless circum- 
stances changed, and confers 
immunity from fines, unless 
the case is reopened because 
incorrect information had 
been supplied. The- act 
makes no provision for com- 
fort letters of the sort issued 
by the European Commis- 
sion, but some cases might 
be dealt with in that way. 

.The act comes into force in 
foil in March 3000. Them, the 
chapter two prohibition will 
apply to both existing and 
new market practices. Chap- 
ter one will apply to agree- 
ments entered into subse- 
quently; most agreements 
entered into before March 
2000 will be excluded for at 
least a year. 

Some will be exempted for 
five years, including a few 
agreements found by the 
restrictive trade practices 
court to be is the public 
Interest, and agreements 
subject to the Financial Ser- 
vices Act and the Broadcast- 
ing Act- A special provision 
gives a five-year agreement 
to a number of electric i ty . 
gas and rail agreements 
approved by the sector regu- 
lators, the transport secre- 
tary or the rail regulator. 
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You can spend millions of pounds on application *uftwjre and still not have rhe information you need ro run your business. 

Hut's because most application software automates just (he tuck office - or ju$C the franc office. Orarlr Applications mregrart your 
■ 

entire business - sales, service, supply chain, manufacruring, ^counting, projects, human resources. Everyrhing. Our applications 
capture all the information needed ro provide a complete view of whars going on in your business. Every decision you mate is based 
on up-ro-daic information and impact on shareholder value. We call it business 


intelligence. And it’s from Oracle. If you'd like ro know more call Oracle. 


0990 J686Q4- **tru\or*de.com 
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Applications 
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Powers in its own right 

The Office of Fair Trading has unprecedented authority to investigate suspected breaches of competition law 



Strong deterrents: conceaRng documents or lying could tend the offender fn prison for two years. The OFT says it wiV rarely have to use 
Its powers to search because people wfll not want to risk being subjected to the penalties available 


TRANSITION PERIOD 
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Towards a new 

regime in stages 

Companies should not be complacent about the period of grace 
that precedes the full introduction of anti-competitive law 


The Competition Act gives 
the Office of Fair Trading 
tough new powers to enforce 
compliance with the law, 
including the right to carry 
out unannounced visits to 
business premises - popu- 
larly known as dawn raids - 
for the first time. 

Paradoxically, the OFT 
has for years been carrying 
out dawn raids on behalf of 
the European Commission in 
cases where UK companies 
were suspected of breaching 
articles So or Sfi of the Treaty 
or Rome - the basis for the 
□ew domestic legislation. 
OFT officials made nine vis- 
its to companies on behalf of 
the EU in 1996. and seven in 
1997. of which about half 
were unannounced. 

But the agency had few 
powers of investigation in its 
own right under the former 
competition regime, which 
was widely regarded as cum- 
bersome and incapable of 
providing either a significant 
deterrent to anti -competitive 
behaviour or adequate reme- 
dies for victims. 

Competition lawyers say 
that the OFT is thought to 
have acquitted itself well in 
carrying out raids on behalf 
of the EU. It is one or the few 
national competition author- 
ities permitted to make such 
visits without supervision by 
Co mmiss ion inspectors. But 
the powers given to the OFT 
under domestic law are even 
more sweeping than those it 
wields under EU law. 

The Act gives the OFT 
three main powers of investi- 
gation. any of which can be 
used if the agency has rea- 
sonable grounds for suspect- 
ing that an infringement of 
either of the main prohibi- 
tions has taken place. 

• Specified documents and 
information must be pro- 
duced on demand. This 
includes down-loading com- 
puter information, and esti- 
mates and forecasts if 
required. Officers and 
employees must give any 
explanations necessary. 


• John Bridgeman, the 
director general, can author- 
ise inspectors to enter prem- 
ises, request and copy docu- 
ments and seek answers, but 
not to carry out a search. 
Companies thought to be 
party to an illegal agreement 
need be given no warning. 
Domestic premises are 
excluded, but not if business 
documents are kept there. 

• If the OFT thinks that 
documents have been with- 
held. or might be concealed 
or destroyed, it can ask a 
judge for a search warrant. 
Under this power, force may 
be used, and original docu- 
ments can be seized. 

There are a number of pro- 
tections for business people, 
but also some uncertainties 
about how these powers will 
be used in practice. For 
example, tbe OFT is obliged 
to wait for "a reasonable n 
time for legal advisers to 
arrive before carrying on 


with a raid. Procedural rules 
have yet to be issued, but 
lawyers assume that inspec- 
tors will in practice allow 
about an hour, as they do 
when acting for the EU. 

Unlike EU competition 
law. the Act makes in-house 
legal advice privileged - 
meaning it need not be 
divulged. But since alleged 
offences under domestic law 
may also be offences under 
EU law, companies will need 
to be careful about relying 
on this provision. 

The investigative powers 
of the OFT are also circum- 
scribed by tbe European 
Convention an Human 
Rights, now incorporated 
into UK law, which aliows 
suspects to refuse to incrimi- 
nate themselves by answer- 
ing questions which would 
constitute an admission of 
an infringement 

The OFT says that this 
right does not extend to 


purely factual questions. 
However, some lawyers say 
that recent judgments by the 
European Court of Human 
Rights suggest it may. 

“However wide the privi- 
lege, it will be a matter of 
judgment whether or not to 
assert it against OFT inspec- 
tors in a given case," says 
Taylor Joynson Garrett, the 
London firm. “Refusal to 
answer questions is likely 
simply to lead to the OFT 
relying more heavily on its 
powers of search and draw- 
ing inferences from docu- 
ments discovered." 

The OFT says it expects 
few businesses to refuse to 
co-operate with Investiga- 
tions once penalties for 
doing so are explained. 
These are severe, especially 
by comparison with the vir- 
tual absence of penalties 
under the former legislation. 

The OFT still has no for- 
mal power to interrogate 


suspects. But obstructing an 
investigation becomes a 
criminal offence punishable 
by an unlimited fine, while 
obstructing an officer armed 
with a warrant, concealing 
documents or lying could 
land tbe offender in prison 
for two years. 

Tbe OFT says it will rarely 
have to use its powers to 
search because people will 
not want to risk being sub- 
jected to the penalties avail- 
able. “Faced with this bat- 
tery of deterrents, few people 
will fail to co-operate once 
tbe penalties are explained 
to them," says Henry 
Braden, assistant director of 
the competition policy divi- 
sion. “When working for the 
EU we go along without a 
warrant in most cases and 
there is little difficulty about 
that. People have only 
refused to cooperate two or 
three times since Britain 
joined the community.” 


Companies have 15 months 
to get used to the main pro- 
hibitions in the Competition 
Act before they become law 
in March 2000. But that does 
not mean that the issue can 
be shelved until then. The 
act includes a complex tran- 
sitional regime which came 
into force on Monday, 
November 9. the day the 
Queen gave royal assent to 
the legislation. 

The transitional regime is 
mainly designed to give the 
Office of Fair Trading time 
to implement the massive 
organisational and adminis- 
trative shake-up needed to 
establish staff and systems 
to enforce the new law, 
much of which could not 
start until royal assent had 
been given. The intention is 
to allow the OFT to clear its 
outstanding case load under 
the Restrictive Trade Prac- 
tices Act. and to allow offi- 
cials to concentrate on the 
new regime by sharply 
reducing tbe flow of notifica- 
tions under the RTPA dur- 
ing tbe interim period. 

Although the details of 
how this will work run to 
about SO paragraphs fn 
schedule 13 of the Competi- 
tion Act. the niain thrust of 
the transitional arrange- 
ments is simple. Tbe RTPA 
continues in force, but virtu- 
ally all new agreements 
become n on-notifiable. In 
particular, tbe OFT is 
relieved of its duty to bring 
agreements before the 
Restrictive Trade Practices 
Court or issue a direction 
that they are not anti -com- 
petitive. 

This does not apply to 
price fixing agreements, and 
OFT officials say they will 
be putting a lot of effort into 
making sure that there is no 
question of action not being 
taken during the transitional 


regime. “Even though com- 
panies do not have to com- 
ply with the bureaucratic 
requirements of tbe RTPA. 
no one should think that 
there is going to be a holiday 
for cartels. We will still be 

going after them.*' says a 

senior OFT official. 

More importantly, compa- 
nies will be able to apply 
during the transitional 
period for early guidance on 
whether agreements struck 


There are 
benefits in 
notifying the 
regulator that 


an agreement 



after November 9 are likely 
to be In breach of the chap- 
ter one prohibition in the 
new legislation, whicb pro- 
hibits any behaviour which 
may have anti -competitive 
effects. Early guidance will 
have the same effect os for- 
mal guidance given alter the 
prohibitions come into full 
effect in 2000. This means 
clearance by John Bridge- 
man. the director general, 
would prevent the OFT 
reopening the case unless it 
subsequently receives a com- 
plaint or decides it was 
given wrong information. 

However, the director gen- 
era] will have some prob- 
lems, at least ■ in the early 
stages of the transitional 
regime, because some of the 
technical details of the legis- 
lation relating to thresholds 
and definitions have not 
been finalised. Vertical 
agreements, which deal with 


relationships between com- 
panies at different levels of 
the supply chain, are also 
excluded pending the results 
of a review of European law 
being carried out by the 
European Commission. 

. This means that some 
early guidance may have to 
be issued on -a provisional 
basis. And although the OFT 
has undertaken to deal with 
all applications as quickly as 
possible. Mr Hodgeman may- 
have to delay his response in 
cases where technical uncer- 
tainty persists. 

OFT officials point out. 
however, that this shuuld 
not deter companies from 
seeking guidance, because 
there are substantial bene- 
fits in notifying the regula- 
tor that an agreement exists, 
□ot least immunity from 
penalties if the agreement 
turns out to be in breach of 
the prohibitions when they 
come into force. 

Most existing agreements 
will be excluded from the 
provisions of the new act for 
between one and five years, 
depending on the way they 
vvere dealt with under the 
previous legislation. How- 
ever. the OFT has been 
given claw-back powers 
allowing it to reopen any 
agreement it subsequently 
considers may be anti-cam- 
petitive. 

The OFT says the transi- 
tional arrangements are 
intended to assist business 
in adjusting to the new 
regime, “not as a means for 
seriously anti -competitive 
behaviour to escape competi- 
tion scrutiny”. Officials say 
that Mr Bridgemun mil ter- 
minate the transitional 
period for any agreement lie 
considers would infringe the 
chapter one prohibitum and 
would be unlikely lu qualify 
far exclusion. 


CONVERGENCE 
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Different paths 
to the same goal 

Because UK and EU legislation does not coincide in ail areas, 
companies may be faced with uncertainties 


European 

legislation 


The Competition Act brings 
the UK broadly into line 
with both the competition 
law of tbe European Union 
and the national competition 
regulations of most member 
states. There are significant 
differences from EU rules, 
however, and in many 
respects, the new regime is 
weaker than comparable reg- 
ulations in North America. 

The legislation is directly 
based on articles 35 and 36 of 
the Treaty or Rome, the 
founding document of the 
European Union. This means 
that companies will be able 
to choose whether to notify 
the Office of Fair Trading or 
the European Commission of 
any agreement that might 
breach the rules. 

The OFT say's that notifi- 
cation should normally be to 
the Commission if trade 
between member states is 
affected. Any exemption 
granted by the Commission 
would also exempt the agree- 
ment from domestic law, but 
an exemption under the 
Competition Act would have 
no effect on EU law. 

In a controversial general 
principles section already 
labelled the Klondike clause 
by some lawyers, the OFT 
and the courts are instructed 
to interpret the act wherever 
possible in the light of Euro- 
pean Court decisions. 

The government says that 
this will ensure consistency 
of interpretation between 
the EU and tbe UK, and 
ensure tbat companies do 
not face conflicting sets of 
competition regulations. 

“We have framed the com- 
petition regime so you don’t 
get that kind of conflict,” 
says a trade and Industry 
department legislator. “We 
have used the same words, it 
is interpreted in the same 
way, and you should get the 
same answers.” 

This is not a universal 
view, however. The House of 
Commons library. In a 
research paper published In 
April, pointed out tbat EU 
competition law is primarily 
intended to underpin the sin- 
gle market In goods and ser- 
vices, which is not an issue 


for domestic law. 

“This may mean that some 
EC [sicj jurisprudence which 
is well established may not, 
in fact, necessarily apply to 
interpreting some areas of 
the UK bill because those 
decisions were decided on 
single market grounds,’' the 
library said. 

There are other areas of 
uncertainty in deciding how 
to interpret the legislation. 
The OFT has said that if the 
parties to a restrictive agree- 
ment have a market share of 
less than 25 per cent they 
will probably escape atten- 
tion because tbe effect on 
competition will not be 
regarded as appreciable. 

These thresholds differ 
from those used by tbe Euro- 


The question of 
what is a relevant 
difference will 
have to be settled 
by the courts' 


pean Commission, which 
operates a 10 per cent 
threshold for vertical agree- 
ments (those involving com- 
panies at different levels of 
the supply chain!, and 5 per 
cent for horizontal agree- 
ments. 

The different approaches 
may cause same difficulties 
for companies, although law- 
yers say that the principal 
effect is likely to be to 
encourage firms not to 
notify restrictive agreements 
whose main effect is felt in 
tbe UK. Some companies 
may also face difficulties in 
judging the weight to be 
given to “comfort letters” 
which are issued by the 
European Commission - an 
administrative rather than 
legal judgment on the legal- 
ity of an agreement. 

John Bridgeman. director 
general of fair trading, bos 
said he will not depart from 
the commission's assessment 
“as a general rule". How- 
ever, he has warned that he 
retains the right to do so on 
a number of grounds, such 
as the existence of particular 
concerns in the UK. 

Other differences between 
the' UK and EU legislation 


Include the extent of investi- 
gatory powers, the treatment 
of legal privilege, criminal 
sanctions for non-compli- 
ance. penalties, and the 
rights of third parties to sue 
for damages. 

Most of these are likely to 
be uncontroversial. But law- 
yers say significant legal 
debate may well arise over 
tbe effects of a provision 
that UK precedent can be 
followed if there is a rele- 
vant difference between the 
UK and the EU. Tbe ques- 
tion of what is a relevant 
difference will have to be 
settled by the courts, but 
some lawyers say it could 
extend to areas such as the 
procedural rules followed by 
investigators, as well as sub- 
stantive issues such as the 
structure of business sectors. 

Richard Taylor, bead of 
competition policy at Cam- 
eron McKenna, the London- 
based law firm, says the act 
is a welcome development 
because it clears up wbat he 
says is the “mess" of the pre- 
vious legislation. 

But he sees scope for legal 
challenges. “When a com- 
pany is challenged it is going 
to use all available lines of 
defence, and the first ques- 
tion is going to be whether 
there is a difference between 
UK and EU law,” he says. 

The government view is 
that this is unduly pessimis- 
tic. Ministers believe the 
courts will quickly establish 
the fact that the bill is to be 
interpreted in a common- 
sense way. closing off the 
possibility of protracted liti- 
gation. 

“Because the regime has 
real teeth, and companies 
may be fined up to 10 per 
cent of UK turnover, I expect 
clever lawyers to find ways 
of alleging that their clients 
are innocent of any infringe- 
ments alleged.” says one of 
those involved with the pas- 
sage of the bill through par- 
liament. “But compatibility 
problems will be confined to 
areas where the UK has 
departed from the EU sys- 
tem, which are clear, and it 
will be obvious what the law 
means. There will be cases, 
but uncertainty is inherent 
in an effects-based system” 

Reports on this page 
jjyKeyin Brown 
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Study in shared responsibility 

Regulators have reached broad agreement with the OFT on how they will exercise their powers 


One of the most 
controversial aspects of the 
Competition Act is the gov- 
ernment's decision to give 
the Office of Fair Trading 
and the utilities regulators 
concurrent powers to 
enforce the anti-competitive 
provisions of the legislation. 

Although the OFT is 
expected to act as a clearing 
house for decisions, there 
are no provisions in the act 
to prevent more than one 
regulator from dealing with 
the same case at the same 
time. In theory, companies 
I In the telecommunications, 
energy, water and rail sec- 
tors could be investigated by 
both the OFT and their sec- 
, Loral regulator. 

The regulators and their 
officials have been meeting 
for a year, under the chair- 
manship of the OFT, to try 
to ensure a consistent 
approach, and a broad agree- 
ment has been reached 
under which the utility regu- 
lators will deal with most 
cases In their sectors other 
than those involving cartels. 

But officials agree that 
there are potential problems 
in ensuring that regulators 
do not hand down conflict- 
ing advice or decisions on 
similar cases, and in dealing 
with cress-utility cases. No 
one yet knows, for example, 
what would happen in a case 
involving electricity or tele- 
communications cables 
being laid alongside railway 
tracks, or who will deal with 
future cases in volvin g multi - 


utilities selling, for example, 
gas, electricity and tele- 
phone services. 

OFT officials admit that 
there was “some turf fight- 
ing" between regulators 
when the terms of the bifi 
were first discussed, but 
Insist that liaison is now 


been little public comment 
on the concurrent powers 
provisions of the act, per- 
haps because utilities are 
afraid of provoking their sec- 
toral regulators. 

However, there were 
extensive discussions 
between companies and the 
trade and industry depart- 
ment while the bill was pass- 
ing through parliament. Brit- 
ish Telecommunications was 
particularly critical. 

Ministers did agree to 
make some changes. The bill 
was amended, for example, 
to make clear that the 
requirement under the licen- 
sing regimes for sectoral reg- 
ulators to have regard to the 
interests of consumers does 
not apply when they are 
using their Competition Act 
powers. 

The changes do seem to 
have mollified the critics. 
Alan Whitfield, BT’s com- 
pany secretary, says the 
company is "a lot happier 
than we were when the hill 
was first introduced into par- 
liament”. 

However, ministers were 
largely unimpressed by com- 
panies’ broader objections, 
wijich t hey regarded as spe - 


cial pleading. They decided 
to press ahead with the 
broad thrust of concurrent 
powers because they thought 
regulators’ specialist know- 
ledge should be mobilised. 
The OFT could not be 
excluded from the regulated 
sectors because that would 


chimk of British business off 
limits to the main competi- 
tion watchdog. 

“Most of the concerns 
expressed by companies 
were really a matter of 
vested Interest,” says one 
legislator Involved in the 
passage of the btIL “Some of 
them don't like their regula- 


tors and they didn't want 
them bo have new powers." 
Ministers also decided to 
ignore cl aim s that concur- 
rency would lead to inconsis- 
tent decision-making. 

“This is a red herring,” 
says the legislator. “The 
OFT and the regulators all 
have to interpret the law in 
the light of European Union 
jurisprudence, and you 
should get tbe same answer 
from all of them.” 

Margaret Bloom, head of 
the OETs competition policy 
division, points out that if 
bizarre judgments do occur, 
consistency can be restored 
on appeal to the Competition 


Commission tribunal. There 
ts also scope for appeals 
through the courts. “I think 
some of the companies con- 
cerned about concurrent 
powers thought the sector 
regulators would be tougher 
than we would be.” says Mrs 
Bloom. 

“But it is very clear that 
we and the regulators are 
going to work very hard to 
make sure tbat concurrence 
works. The signs so far are 
that everybody is going to be 
practical and sensible, and 
not fight over cases. All of 
us are aware tbat this is a 
challenge, and that we have 
to make it work." 
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Search for a 
single strategy 

The unions are hoping to use works councils to develop a 
Europe-wide sector bargaining structure 
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The arrival of the euro and 
monetary union has started, 
perhaps belatedly, stimulat- 
ing Increased, activity among 
trade unions on how to co- 
ordinate a common strategy 
designed in the longer term 
to Europeanise industrial 
relations. 

Many unions are con- 
cerned that under the 
conditions of Emu. pay and 
collective bargaining 
arrangements will be threat- 
ened as companies, exposed 
to greater competition and 
under pressure to reduce 
costs, seek widespread wage 
cuts. 

They fear employer associ- 
ations across Europe will 
seize the opportunities pro- 
vided by monetary union to 
encourage a fragmentation 
in existing pay systems 
and tbe undermining of 
agreements designed to pro- 
mote greater wage conver- 
gence. 

Worries also exist about 
the likelihood of so-called 
social dumping, of decisions 
by companies to move their 
business operations from 
one part of the EU to 
another in the search for low 
labour cost areas. 

The fact that the euro will 
replace 11 national curren- 
cies is bound to stimulate 
much more transparent 
trans-border and cross-sector 
wage comparison by employ- 
ers and unions and this is 
likely to encourage moves at 
different bargaining levels to 
co-ordinate their negotia- 
tions. 

Of course, there remains 
an enormous gulf between 
the rhetoric and the reali- 
ties. Monetary and financial 
integration is far more 
advanced than any moves to 
trans-national collective bar- 
gaining. 

Moreover, enormous differ- 
ences will continue to exist 
in cost of living, productivity 
performance, profitability 
and the level of social wel- 


fare benefits. This will The main aim would be to 
encourage a persistently try to ensure wage increases 
wide variation in wage rates are enough to protect exist- 


even within the same com- 
pany among their employees 
in plants in different EU 
countries. 

But employers are aware 
that some tentative moves 
are being made inside the 
European union federations 
to establish a common bar- 
gaining strategy for the 
euro-zone. 

This September, for exam- 
ple. trade unions Grom Ger- 
many. tbe Netherlands. Bel- 
gium and Luxembourg met 
in the Dutch town of Doom 
and produced a joint declara- 
tion outlining the contours 
of such an approach. 

Cross-border discussions 
also have been going on 


tng living standards in line 
with present purchasing 
power, with an additional 
amount of money agreed as 
a reward for measurable 
Improved productivity. 

The ETUC also wants affil- 
iated unions to commit 
themselves to the creation of 
what it calls a “European 
solidaristic pay policy”, 
designed to lessen growing 
income inequality through a 
reduction of existing wage 
disparities and implementa- 
tion of the principle of equal 
treatment for male and 
female workers. 

Grandiloquent statements 
in Brussels, however, are not 
g oing to be enough by them- 
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Many European industry-based union fede ra tions will be concerned to synchronise the timing of wage agreements and bargaining rounds 


between the metalworking selves to make any signifi- 


linJons in those countries as 
well. In Belgium and Swe- 
den, national wage agree- 
ments are attempting to 
ensure pay rises are going to 
be sensitive to competitive 
pressures from with in the 
euro-zone. 

But it looks likely to be at 
EU level that most progress 
can be expected in organis- 
ing an agreed response. 
Here, European-wide trade 
union associations are in the 
process of trying to hammer 
one out. 

The European Trade 
Union Confederation, the 
body which claims to repre- 
sent 53m workers across 
Europe in 61 national union 
centres in 28 countries, 
wants to establish a coordi- 
nated collective bargaining 
strategy that would seek to 
“counter the danger of wage 
dumping within the mone- 
tary union". 


cant impact on the evolution 
of wage bargaining in com- 
panies and regions in the 
EU. 

The ETUC accepts this. 


for the development of sec- 
tor-level union strategies. 
The European Metalworkers 
Federation, for example, 
meets in Frankfurt next 
month to decide on such an 
approach. 

The plan would be to mob- 
ilise engineering unions 
across the EU behind an 
agreed programme based on 
a minimum framework of 
objectives on pay and benefit 
improvements for implemen- 
tation in plants and compa- 
nies. 

Similar efforts can also be 
expected from many of the 
other main European indus- 


in the coming months. A cess of the first tentative 
particular concern will be to steps to the Europeanisation 
synchronise the timing of of industrial relations will 
wage agreements and bar- depend on how far the indus- 


which is why it is pressing try-based union federations 


PRESSURES by Richard Donkin 


gaining rounds. 

In addition, the ETUC 
wants to see greater trans- 
parency, with the provision 
of more detailed and compa- 
rable data that can be circu- 
lated between national 
unions in the effort to estab- 
lish agreed and common bar- 
gaining strategies. 

Union leaders such as 
Emilio Gabaglfo, ETUC gen- 
eral secretary', and Reinhard 
Kullman, deputy general sec- 
retary of the EMF, are keen 
to emphasise that the suc- 


try-based union federations 
can forge links with the 
newly emerging European 
works councils. 

So far, about 500 large 
companies inside the EU 
have established those infor- 
mation and consultation 
bodies in line with the Euro- 
pean Union directive. By the 
end of next year, more than 
1,300 enterprises are sup- 
posed to have such work- 
place organisations in their 
establishments. 

Initially, those European 


works councils were 
regarded by many sceptics 
as modest, fragile bodies, 
with little scope for develop- 
ment. Now, many European 
trade unions see them as the 
crucial Institutional means 
for an extension in their 
power and influence over 
collective bargaining across 
national frontiers. 

In areas such as occupa- 
tional health and safety, 
equal treatment and 
increased opportunities for 
women, tr aini ng and envi- 
ronmental protection in the 
workplace, the ETUC envis- 
ages those existing works 
councils negotiating agree- 


ments with companies that 
will stimulate the creation of 
sector- based bargaining 
structures. 

Companies and employer 
associations arc already pre- 
paring to resist any such 
development. But they have 
been warned. 

The first steps are being 
taken by the unions towards 
co-ordination to face the 
euro currency challenge to 
collective bargaining. This 
issue is no longer one for 
academics and slogan-mak- 
ers. 

It is rapidly becoming a 
crucial issue in emerging 
European industrial politics. 


The top job no longer as safe as it was 




Chief executives find themselves increasingly having to justify their performance 


All managers are f ami liar fives to deliver outstanding missal, not all moves are vol- 
with tbe problem. What performance is leading to untary. Once, chief execu- 
should they do when one of increasing scrutiny of contri- fives wielded such power 
their team does not come up bufions at board level Pres- that mistakes went unchal- 
to scratch? The situation is sure to perform has short- lenged. Now, investors 
magnified when it's tbe chief ened the corporate lifespan demand greater performance 
executive wbo is falling of a chief executive. Reports and are more prepared to act 
down on tbe Job. Boardroom in the US quote six years if it is not delivered. 


pers on US advisory boards 
is growing and the trend 
could grow in the UK. In 
response to demands for 
greater corporate gover- 
nance, UK companies have 


where urgent remedies may 
be necessary. He was asked 
to help one company which 
had delivered eight warnings 
to the chief executive but 
had done nothing to secure a 
successor. “While this was 
happening, the company was 


disputes have more often 
been characterised as per- 
sonality clashes or differ- 


The ETUC favours laying ences of opinion over strat- 


down a number Of minimum 
core demands that could be 
used as a guide by bargain- 
ers across the EU in their 
future negotiations with 
companies and employer 
associations. 


egy than Issues of success or 
failure. But the picture is 
changing. The top job is no 
longer as safe as it was. 

Today, the big stick is held 
by institutional shareholders 
whose demands on execu- 


compared to 10 in the 1960s. 
New research by the London 
Business School finds that, 
in Eurqpe, tenure is about 
nine years where once it 
would have been a lifetime. 

A factor at work here is 
that executives move jobs 
more often than they once 
did. But. with chief execu- 
tives more vulnerable to dis- 


Professor Amin Rajan. 


who heads the Centre for slowly in the direction of US- 
Research in Employment style arrangements, 
and Technology in Europe The ratio erf non-executive 
(Create), says that the ten- directors to executives on 
ures of UK chief executives UK boards has shifted from 


increased their recruitment going south," he says, 
of non-executive directors. “The succession is some- 
suggesting they are moving thing that boards are finding 
slowly in the direction of US- increasingly difficult to deal 
style arrangements. with” says Mr Viney, who 


would like to see companies 
establishing succession plan- 
ning committees to ensure a 


expectations in favour of 
taking n longer view. H is 
debatable, however, whether 
the long view still exists. 

Sir Adrian Cadbury, 
author of the Cadbury report 
on corporate governance, 
believes expectation: would 
be much better served if 
boards spelt out clearly what 
they require of an incoming 
chief executive. "This clarity 
of purpose and clarity of 
aims agreed with the chief 
executive and communicated 
to Investors is central to the 


the quoted sector have „ Issue." he says. "The essep- 


Avoid costly risks 


In today's volatile business world it is essential 
that you understand your legal responsibilities as a 
director. These two key reports from Financial Times 
Management tackle the issues facing you as a 
company director. 

The Responsibilities of Company Directors is 
an essential and practical source of reference for 
all directors. 

Includes: 

• Appointment of directors ■ Power and duties 

• Relations with shareholders 

• Relations with other directors 

• Proceedings of directors’ remunerations 

• Resignation, removal and retirement 

The appointment erf a Non-executive Director is a 
key strategic decision. So it is vital you make the right 
choice. Selecting and Managing a Non-executive Director provides 
a balanced account of how NED's may help or hinder your company. 

Indudes: 

• What is an NED? • Why are NED'S suddenly so important? 

• What are the potential benefits and drawbacks? 

• Recruiting and inducting NED'S 

• NED role conflict and managing expectations 

• The NED on the board and its subcommittees 



dropped significantly since ______ _ 

1986. mirroring those in the ‘In terms of tenure, there appear to be 

US. Tit used to be 10 years, 

give or take two or three parallels to be drawn between the job 

years. Now it is five years. ' 

give or take two years. prospects of senior executives and 

That’s quite a worrying pros- • 

pect for anyone in tbe top ulOSe Of Other employees 

job. It forces them to take a 

short-term view. The institu- 
tional Investors have 60/40 in favour of executives smooth 1 
brought this about. They a decade ago. to a majority executive 
want to see returns, and of non-executives today, says “Some 
quickly," he says. John Viney, manag in g part- the nomi 

Prof Amin believes that ner of Heidrick & Struggles, tlon corn 
changes in institutional the headhunting firm. the same 

behaviour are needed to alle- This might suggest boards needs to ! 
viate such pressures. The have become far more busi- rate issue 
creation of ethical invest- ness-like, but he points out meats hi] 
ment funds in response to that the British tendency facing bt 
greater choice over pension towards “clubiness” still hand, d 


a* ••• i 


ment funds in response to 
greater choice over pension 
investments, he says, will 
help to counter the trend in 
the long term. 

Today, however, pension 
funds are switching invest- 
ments more frequently than 
before. "If pension fund 
trustees don’t see something 
coming through in three 
years, they move on,” he 
says. 

The presence of institu- 
tional investors such as Cal- 


smooth transition of chief 
executives. 

“Some might argue that 
the nomination or remunera- 
tion committees can perform 
the same task but succession 
needs to be treated as a sepa- 
rate issue,” he says. His com- 
ments highlight the tensions 
facing boards. On the one 
hand, directors are con- 


influences executive and cerned to preserve close 
non-executive relationships, working relationships; on 
The involvement of a chief the other, they know share- 


executive, for example, in 
the appointment of a non-ex- 
ecutive chairman can make 
it difficult for the chairman 
to make objective judg- 
ments. 

Mr Viney says that too 
cosy a relationship between 
non-executives and execu- 
tives can lead to inaction 


fial thing Is that the board 
has confidence in the chir- r - 
executive. That comes do\-t£« 
to the role of the chairman 
which has been underesti- 
mated in the past.” 

Sir Adrian believes that 
tenures of nine or 10 years 
are “about right" and prefer- 
able to terms of 20 to 30 
years which were not 
uncommon at one time. 

In that sense, there appear 
to be parallels to be drawn 
between the job. prospects of 
tbe most senior executives 
and those of other employ- 
ees. The experience of A1 
Dunlap, who was sacked ear- 
lier this year as head of the 
Sunbeam Corporation, has 
shown that the most formi- 
dable of executives cannot 
expect to survive if they 






holders are less forgiving of under-perform. But such 


mediocre performance. 

There are problems on 
both sides. The expectations 
of shareholders may often 
exceed the ability of a com- 
pany to deliver the desired 
returns. Institutional inves- 
tors might be advised in 
some cases to revise their 


experiences have also under- 
lined the need for boards to 
manage their expectations of 
chief executive performance 
to a greater degree. When 
the time comes for a parting 
of the ways they can no lon- 
ger afford to shrink away 
from their responsibilities. 
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PERKS by Richard Donkin 




Era of the understatement 




Egalitarianism is taking root but it cannot 
mask the sources of power 


It used to be so easy for 
those who had made tbeir 
pile. They could stretch back 
in the leather upholstery 
with a Eat cigar and put their 


officer at Microsoft, had to 
live with pangs of guilt 
when he took delivery of a 
Gulfstream jet. In an anony- 
mous article in Vanity Fair 


feet up on a vast expanse of magazine, he wrote of the 
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desk, safe in the knowledge "inner demons” which 
that the chauffeur would be gnawed at hi™ before mak- 
on han d to take them home ing the. purchase. The guilt 
in the Rolls-Royce. didn't seem to last too long. 

That was in the days when He was soon referring effu- 
the boss was the boss and sively to the “satin chrome 
his position at the top of the finish on the cabfnel 
hierarchy was underlined by latches”. 7 ? 

the trappings of the post. But then, Microsoft “to ? 

You can still find these fives had never quite ^ 
people, but in the publicly to the cube phenomenon 
owned multinational they that emerged in Silico n Val- 
are less obvious. The chauf- ley and swept new US tech- 
fear will belong to a cam- nology industries, 
pany pool, the car will be a The cube, a small space 
Mercedes, BMW or Daimler. bounded by partitions, has 

Corporate ostentation is become the symbol of the 
out. Just as top executives west coast egalitarian execu- 
are regaining the sort of dif- five - the corporate equiva- 
ferentials they used to enjoy, lent to a monastic celL 
with big pay cheques. Nowhere is it more evident 
bonuses and share options, than at Intel, where Andrew 
the idea of flouting their Grove, the chairman, sits 
wealth has became vulgar. It hunched in his small cubi- 
ts the dilemma of the 1990s cle. The cubist trend may 
executive. have been established by 

Warren Buffett admitted Robert Noyce, the co-founder 
as much when his Invest- of Intel, whose simple mid- 
men t company, Berkshire western upbringing decried 
Hathaway, acquired its first ostentation, 
corporate jet, which be But the single status man- 


chairman, has an open office 
with no door and a glass 
wall making |£ more of a des- 
ignated space than an office. 

In the UK, the symbolism 
of such collegiaU ty has been 
explored by companies such 
as Asda and First Direct.' 
Alan Leighton, chief execu- 
tive of Asda, and Archie Nor- 
man, the chairman, hold 
meetings standing up. 

It is as if companies have 
discovered the Jovs of Marx- 


sively to the “satin chrome'tTsm where boss and worker 
finish on the cabfnefft&re theoretically indistin- 
latches". 'r-.^guishable. But, just as in the 

But then, Microsoft execvF-" ^ communist system, the new 
fives had never quite taken egalitarianism rannnt maab 
to the cube phenomenon where the power lies. Carol 


that emerged in Silicon Val- 
ley and swept new US tech- 
nology industries. 

The cube, a small space 
bounded by partitions, has 
become the symbol of the 
west coast egalitarian execu- 
tive - the corporate equiva- 
lent to a monastic celL 


Galley, head of Mercury 
Asset Management, may sit 
in the trading room with her 
colleagues, but there is no 
doubting who is in charge. 

However, the traditional 
symbolism of power is disap- 
pearing. Roger Down, a con- 
sultant at Watson Wyatt. 


Nowhere is it more evident pay and benefits specialists 
than at Intel, where Andrew says use of chauffeur-driven 
the chairman, sits status cars by the bosses of 
hun«*ed in his small cubi- large UK companies is 
cle. The cubist trend may declining, a survey in 1993 
es V lbIiflhed by showed about a quarter 
Robert Noyce, the co-founder chief executives and board 
of fotel, whose simple mid- directors in large UK compa- 
westero upbringing decried ities had chauffeur-driven 

Today, this has dwi* 


named “Indefensible" - 
although today be calls his 
private Jet “Indispensable”. 
More recently, Nathan 


But the single status man- 
agement movement was 
probably founded at Hew- 
lett-Packard, where no exec- 
utive is encouraged to stand 


wficT to about 6 per rent 
■ j A trend towards greater 
flexibility in benefits pack- 
ages - car or cash equiva- 
lent is one example - is help- 


fifyhrvold. chief technical $Lrt from. the rest Lew Platt, Jpg to drive some £ these 


changes, says Mr Down. But 
he points to other influences. 

There is a consciousness 
abput status at all levels 
plus a requirement to be 
seen to be cost saving," he 
says. "Many people these 
days, would rather drive 
their own car than have a I Jg 
limousine and a chauffeur." . rsl 

There were always direo - 
tors who sought out public 
transport. The late Lord 
Pilkington. for example, 
used to take the train from 
St Helens to Euston and 
cycle to the Bank of 
England, where he was a 
director. 

But the new egalitarian- 
ism transcends what mig ht 
have been dismissed as 
eccentricity in another age. 

Part of the trend emerged 
from austerity in the reces- 
sion years of the. early 1990s. 
Another influence has been 
tax ■ regimes which have 
become increasingly focused 
on anything which might be 
regarded as a perk. 

But social, changes have 
also made inroads into sta- 
tus travel. John RnnH t chair. 7 1 
man of HSBC Holdings, the 
banking group, drives a 
small car and travels second ‘ 
class, a policy which has 
helped to transform attl-7 
tudes in the company. 

U is difficult to predict 
where the trend might end. 

Will the fashi on for under- 
stated power prevail? Are 'we ; 
all cubiatamow? . ,-Jg - 
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FT DIRECTOR 7 MANAGING FINANCE 


T» - STANDARDS by Jim Kelly 
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potential 




black hole has 
been plugged 

Directors are being asked to reveal what financial risks the 
: company faces in an audited narrative in the accounts 

Tr? sitting down and has no initial cost It essen- this narrative in the operat- 
‘ vTv *** ^ nanc ^ a ^ tialiy bypasses the account- ing and financial review, an 
oaks threatening your busi- lng system and so adds Innovative vehicle intro- 
BjCss. Few directors a ttem pt another dangerous attrac- duced some time ago by the 
“us despite the feet it is tion to derivatives for fraud- ASB and now popular with 
^arguably why they are there, sters or rogue speculators. many companies as a way of 
oome the new year there The ASB has long had a discussing strategy openly 
^will be no escaping such programme designed first to with shareholders, 
responsibilities, thanks to require the disclosure of The idea is that directors 
Uia Accounting Standards financial instruments in the should begin to quantify risk 
Board. accounts of companies at and search for the best ways 

The discussion of risk is fair value and then, in a sep- of communicating their 
the Inevitable consequence arate and later step, to policy on how to manage it. 
of man a g ing financial instru- require those values to be The most popular new tool 


; 

( 

i > 


the Accounting Standards 
Board. 

The discussion of risk is 
the Inevitable consequence 
of managing financial instru- 
ments - from loans, bonds, 
swaps, futures, forward con- 
tracts and options through 
to exotic derivatives and 
hedging instruments. Host 
large companies now need 
these tools. 

Statistics on companies' 
use of derivatives are often 
fanciful, but industry figures 
put the value of, privately 
negotiated derivatives at 
*29bn at the end of 1997. up 
14 per cent on a year earlier. 

The actual risks faced by 
tympanies dealing in such 

ge figures are, of course, 
much smaller than these fig- 
ures, if properly managed. 

Most financial instruments 
carry relatively little risk; 
indeed, they are used to 


directors are being asked to outline 
what risks the company faces in an 
audited narrative in the annual 
accounts’ 


negotiated derivatives at aggregated as gains and available is the concept of 
$29bn at the end of 1997. up losses which can eventually "value at risk", or VAR, 
14 per cent on a year earlier, affect profitability. which allows companies to 

The actual risks faced by Next year, the first part of assess the direct impact on 
fgunpanies dealing in such their plan is fulfilled. Finan- profits of given movements 
-.^ige figures are, of course, dal Reporting Standard 13* in underlying variables such 
much smaller than these fig- requires the disclosure of as interest or exchange 
ures, if properly managed. financial instruments. What rates. VAR uses mathemati- 
Most financial instruments is more, it requires that they cal modelling to forecast 
carry relatively little risk; are disclosed at market or wbat movements in the real 
indeed, they are used to current value rather than economy would do to the 
reduce risk. But recent cor- historic cost. Gains and financial instruments held 
porate history is marked by losses on Instruments used by the company, 
the failure of businesses that as hedges, a device for man- Some large companies 
did not manage them well or aging risk, will also have to have anticipated the new 
fell victim to using them be shown as the contracts rules. Cadbury Schweppes, 
speculatively. unwind. the confectionery company. 

The ASB, the UK's report- Initially, the ASB took a has jumped the gun, and its 
lng regulator, knows that prescriptive and mathemati- 1997-98 accounts explain its 
the use by companies of cal approach to disclosing risk man agement in both the 
financial instruments repre- financial instruments, but operating and financial 
sects a potential black hole later tempered its approach review and in a cross-refer- 
in the balance sheet because to reduce technical disclo- enced narrative note along- 
financial reporting catches sure and replace it with an side specific data disclosures 
assets and liabilities at his- attempt at risk analysis. on finanmai instruments, 
tone cost Directors are being asked The explanation in the 

But a derivative contract, to outline what risks the notes includes an estimate of 
agreed over the phone, to company feces in an audited VAR, an indication for inves- 


financial reporting catches 
assets and liabilities at his- 
toric cost. 

But a derivative contract, 
agreed over the phone, to 


enja 


ter into a transaction at a narrative in the annual 
hp in the future if certain accounts. Most companies 


notes includes an estimate of 
VAR, an indication for inves- 
tors of the potential disrup- 
tion to assets and liabilities 


market conditions prevail will probably decide to put if the external economic 


environment changes. 

Assuming no changes to 
the borrowings or hedges, it 
is estimated that a rise of 
one' percentage point in 
interest rates in an curren- 
cies In which the group has 
borrowin g s would have 
affected 1997 profit before 
tax by less than 1 per cent 

Risk strategy is clearly 
laid out Transactions which 
create foreign currency 
flows are hedged with either 
forward contracts or cur- 
rency options. The term of 
the currency derivatives is 
rarely more than one year. 

The group has widespread 
overseas operations but does 
not hedge profit translation 
exposures as such hedges 
can only have a temporary 
effect. The company also 
anticipates the new standard 
by publishing figures on 
interest rate and currency 
borrowings and a currency 
analysis of net borrowings. 
It also gives the current val- 
ues of financial instruments 
at market value where avail- 
able and by using discounted 
cash flows at prevailing 
interest and exchange rates 
where It is not 

For many companies this 
kind of analysis could be of 
immense value in helping 
directors discuss objectively 
the risks in the business and 
how they are managed. 

VAR is a tool which could 
be used much more widely 
than just evaluating finan- 
cial instruments. It could 
provide the framework for 
all financial risks to be com- 
pared, and. In the long term, 
could provide a basis for 
measuring non-financial 
risks such as product failure 
or environmental pollution. 

Oddly, this first step in the 
ASB's campaign to pin down 
financial instruments in 
financial reporting may turn 
out to be the most impor- 
tant 

The general discussion of 
financial risk may be far 
more relevant to assessing 
business threats than an 
annual “snapshot” of the 
individual values of financial 
instruments, which can 
change spectacularly in sec- 
onds and can he out of date 
moments after the auditor 
has signed off the accounts. 

If the new rules focus and 
for malis e discussion of risk 
in the boardroom they can 
only be seen as improving 
the quality of decision-mak- 
ing by directors. 

“FRS 18 is available, price 
£11, from ASB Publications 
an 01908230344. 


CORPORATE SELF-ASSESSMENT by Jim Kelly 
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New upheaval on the way 

Closer Integration of the tax department into a company's daily operation is called for 

Few finance directors would Next, companies win have shifts the burden of getting absence of a 

be surprised to find them- to work out how they will tax details correct on to. the in nation to ajrpormtmrax 


selves having to discuss a predict financial data for the taxpayer, the real danger for it win be \-irtually mapMffl- 

company's tax planning over whole year at the half-year companies is that they will ble to J: 

the boardroom table. But tax so the current year tnstal- be challenged about deci- asks for oara can 

compliance is one of those ment system can begin- sions they have made on collected ana assesseu in no 

backroom activities usually This means they wfil have complex corporate tax issues other way. ... 

left well off the main board to be able to predict profits, such as transfer pricing or "However 
agenda. tainMn profits, capital allow- controlled foreign compa- purpose, it is oaa lor sum 

That looks certain to ances, double tax relief and Dies. morale ani * Hk»iv ro 

change with the introdoc- group tax issues. “Companies now have to customers, but n is lureij ro 

tion of CTSA (Corporate Tax “Clearly, this places a sig- self -assess on the basis of become a more. Common- 
Self Assessment), which nificant extra burden on the arm's length transfer pricing place occurence, sajs air 
takes effect for companies tax department, which wfil for intra-group transac- Han. .. 

with accounting periods end- need to be brought into the tions," says Mr Hall “But, if All of this should remilia 
ing on or after July 1 next planning and forecasting the revenue is not con- directors that Ctsa nas its 
year. So some mmpanipg are more fully," says Mr Whit- vinced, there could be inter- roots in the “Spend to i Save 
already in the new system. ing. . est and, unlike in the past, initiative of former chanral- 

Many directors wifi have Large companies will have penalties to pay. lor, Kenneth Clarke, 

Just got over the trauma of to look at the relative costs “Deciding if you actually designed to maximise tax 
personal tax self-assessment, and benefits of keeping tax have a controlled foreign receipts by cracking down 
CTSA is arguably a bigger compliance devolved to sub- company can be hard on avoidance, evasion and 
cultural upheaval of the cor- sidiaries or centralised. enough, let aJone calculating tightening up on compliance, 

poration tax syste m. Will subsidiaries be able to the resulting tax liability,” The Inland Revenue now 

Not only does it throw up cope with the new regime? he says. has 15 large-business offices 

a whole range of manage- Conversely, will a central The revenue will want doc- designed to concentrate 
ment issues within large tax compliance function be 'umentary evidence to back expertise on various indus- 
companies, which have to able to rely on information up a company’s declaration try sectors. About 3,000 com- 

fakA part in a special form of — — ...... panics can expect to be deal- 

the new system involving b lng with them in the future, 

quarterly payments, but it ’Deciding if you actually have a "The revenue is adopting a 

elevates tax compliance as . much more investigative 

an issue and demands the Controlled foreign company Can be approach," says Mr Hall, 

closer integration of the tax . . . . , .. __ "This is underpinned by the 

department Into the daily hard enough, let alone Calculating the CTSA regime, which gives 
operation of the company. . them the right to inquire 

“The key point is that tax resulting tax liability into a return without provid- 


be challenged about deci- 
sions they have made on 
complex corporate tax issues 
such as transfer pricing or 


asks for data which can be 
collected and assessed in no 
other way. 

“However innocent their 
purpose, it is bad for staff 
morale and unsettles your 
customers. But it is likely to 
become a more common- 
place occurence,” says Mr 

Hafi. 

All of this should remind 
directors that CTSA has its 
roots in the "Spend to Save” 
initiative of former chancel- 
lor, Kenneth Clarke, 
designed to maximise tax 
receipts by cracking down 



’Deciding if you actually have a 
controlled foreign company can be 


expertise on various indus- 
try sectors. About 3,000 com- 
panies can expect to be deal- 
ing with them in the future. 

"The revenue is adopting a 
much more investigative 
approach,” says Mr Hall. 
"This is underpinned by the 
CTSA regime, which gives 
them the right to inquire 
into a return without provid- 


compliance needs 


be - mg a reason. 


moved further up the corpo- 
rate agenda than previously flows from subsidiaries? 
has been the case." says The whole board will need 
Richard Hall, of KPMG. to be aware of the way in 
“Far greater wwpViagtg, for which CTSA is managed 
example, has traditionally because the system has pen- 


What should companies do 
of why It assessed its tax lia- now to prepare for the new 
bility in the way it did. Doc- system? “It all adds up to a 
uments must be preserved need to take tax more seri- 
for at least six years after ously." says Mr Whiting, 
the end of the accounting “Corporate tax isn't some- 


been placed in the past an alti.es and interest is levied period or, if an inquiry is thing that can be left to a 
tax planning as a way of on underpaid and overpaid opened, for as long as the backroom department and 
reducing a company's aggre- tax. revenue is empowered to an exercise eight to nine 

gate tax burden," he says. While most penalties -look investigate the tax return. mouths after the year end." 

John Whiting, of the new relatively modest, it should This raises Issues of docu- Mr Hall adds; “You might 
accounting giant, PwC, says; be remembered that there ment capture and storage aim to match the growing 

"The tax function has to are tax-geared penalties - which must be considered at business knowledge of 

come out of the closet and for example, 10 per cent of board level. Imagine a inspectors by sharing infor- 

into the general manage- unpaid tax where a return is retailer trying to predict full- mation with other compa- 

meut of the company Ear delivered 18 months after the year taxable profits at the Dies in your industry. This 

more. After all, they are end of the accounting period, half-year stage when the will provide you with the 
going to be advising on pay- rising to 20 per cent after majority of its trading comes means to defend your self-as- 
ments regularly." two years. over the Christinas period. It sessment by reference to 

First, the board must con- Such penalties pale com- might be called upon to industry norms." 
sider the cash flow implica- pared to the new powers explain Its forecast or more Looking ahead, it is a good 
dons of CTSA if it has opted being given to the Inland probably, why it underesti- time to think of knitting the 
for the new quarterly pay- Revenue. These effectively mated its taxable profit tax function more closely to 
ment system. In simple allow it to investigate com- Or imagine the security the operating function, tak- 
terms an extra year’s tax has pany tax affairs in two new implications of taking a deci- ing care to guard the confi- 
to be paid in the next four ways: first, it can begin sion at the half-year stage to dentiality of commercially 
years - although this is just inquiries before the tax year factor in to tax calculations sensitive information, 
an acceleration of payments is ended and, second, it does the impact of a forthcoming But generally, if it has not 
for the Treasury's benefit not need a specific. reason to acquisition. .yet begun, the debate on 

and not an extra hit to the start an inquiry- at all 'While the revenue does CTSA should be close to the 

profit and loss account in Because CTSA, like per- not have the power to enter top ' of the main board 
the longer term. social tax self-assessment, premises freely in the agenda. 


Looking ahead, it is a good 
time to thmk of knitting the 
tax function more closely to 
the operating function, tak- 
ing care to guard the conli- 
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In need of an update 

Companies are under pressure to improve information they provide for shareholders 


Tftere is a consensus 
tewloptog among all who 
haoe looked at the issues that 
account abilit y and tronspar ■ 
tncy are indivisible from 
tono-tem prosperity” 

Margaret Beckett, 
the then tirade and industry 
Becr stary, launched the most 
wide- ranging review of com- 
pany law in the OK for more 
item 30 years, she high- 
lighted the need for better 
communications and the 
growing realisation that 
something must be done to 
improve the information 
offered by companies. 

The review, launched in 
March, made it dear that the 
government believes the way 
companies communicate 
with their shareholders 
should be a central weapon 
in the fight to improve com- 
petitiveness in the UK 

In an article published in 
the Financial Times on the 
same day as the review was 
launched, Mrs Beckett 
explicitly backed efforts to 
improve the competitiveness 
of companies by addressing 
the accountability of boards 
to their shareholders. 

The review is set to raise 
some fundamentally impor- 
tant questions about British 
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business behaviour. If the 
standard annual report 
based on historical cost 
accounting is railing to sat- 
isfy the needs of sharehold- 
ers and the wider business 
community, whal else 
should be provided? And 
how can a system based on 
Victorian values and rules 
be updated to encompass all 
shareholders? What is the 
value of the annual meeting 
and how can it he improved? 
And how can companies 
make best use of new forms 
of communications such as 
the internet? 

The review is unlikely to 
come to any form or conclu- 
sion for some time - a white 
paper outlining any propos- 
als is not expected until 2001. 
Meanwhile, there has been a 
plethora of other groups 
tackling the issues involved. 

Many suggested changes 
are based on improvements 
to the annual report itself. 
Mark Goyder, director of the 
Centre for Tomorrow’s Com- 
pany, which was set up to 
research such Issues as com- 
munications, says: “For 
many people the annual 
report has symbolic impor- 
tance in terms of communi- 
cation.'’ 


In September, the Institute 
of Chartered Accountants 
joined with the centre to 
publish a “prototype” annual 
report for the year to the end 
of December 2000. The report 
aimed to address the con- 
cerns of a range of stake- 
holders, Including custom- 
ers, suppliers, employees, 
providers of capital, local 
communities and pressure 
groups. A relatively brief 
profit and loss account was 
accompanied by lists of 
actions taken and future 
plans. 

The inclusion of stake- 
holders and issues consid- 
ered “softer” than financial 
reporting has often been con- 
sidered a cranky diversion 
or. worse, a distraction from 
the real aim of the company. 
But speakers at the confer- 
ence, as much as the report 
itself, revealed how much 
such thinking has taken 
hold Of the mains tream. 

Mr Goyder says'. “My sense 
is that there are significant 
changes going on at the 
moment.” He defines the 
changes as a move from “the 
age of fringe and cringe to 
core and more”. 

Chris Fay, chairman and 
chief executive of Shell UK, 


part of the Anglo-Dutch oil 
giant, told the conference: 
“We are at the start of a long 
and difficult journey toward 
a new type of business 
reporting which takes full 
account of economic, envi- 
ronmental and social perfor- 
mance.” 

Shell has already started 
to produce a “report to soci- 
ety” for all Its shareholders. 
And it Is not alone. A recent 
survey by the Pensions 
Investment Research Consul- 
tants found that 79 of the top 
350 companies produced a 
separate environment report 
and 40 a separate social 
report 

Such developments in the 
field of social reporting are 
not necessarily new but they 
are a si gnifican t develop- 
ment given the current 
debate. 

Franceska van Dijk, at 
Sustainability, a consulting 
firm, says: “Quite a lot of 
companies were doing it in 
the 1970s. then it tailed off in 
the 1980s. But now It’s really 
picking up again." 

Such interest in what to 
report is matched by the 
debate about bow to report. 
Direct communication 
between UK pic and share- 
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holders is largely defined by 
one-on-one meetings with 
institutional investors and 
the annual general meeti n g 
where votes are meant to be 
cast 

Such meetings, dominated 
by private shareholders. 


enjoy a mixed reputation 
among companies them- 
selves. While corporate gov- 
ernance activists speak of 
the valuable opportunity to 
question a board directly, 
some company directors 
have been heard to speak 
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A truly open market. One in which your business profits from improved treasury 
management. From optimised cashflow, reduced financial costs and the facility to 
move funds rapidly across borders. Bienvenue to a better way to bank in Europe. 



Ashley Ashwood 


privately and disparagingly 
of the “tea-and-blscuits" 
nature of such gatherings. 

The government had been 
dwelling on the dffectiveness 
of the annual general meet- 
ing for some time before it 
decided to include it along 


with everything else in the 
company law review. 

However, few directors OT 
government officials have 
been heard publicly to bads 
the removal of such aninstl" 
tution in the name of greater 
communication. 

The debate has therefore 
focused on whether other 
forms of communication can 
be used to improve matters. 

One obvious metho d the 
use of the internet, referred 
to repeatedly in the proto- 
type pic's annual report. 

Internet use is much 
greater in the US. Two web 
sites were launched earner 
this year which allow indi- 
vidual shareholders to 
receive company reports and 
vote at annual meetings over 
the web. . . 

The rationale behind such 
services as www.investordc- 
lwery.com and xowto.proxy- 
rote.com is that processing 
information and voting over 
the web can be cheaper than / ' 
alternative paper-based 
methods. 

These sites have dealt 
with about 650,000 individual 
votes over the web during 
this proxy season and signed 
up 230.000 shareholders for 
internet delivery. 

The 21st century annual 
report conference also 
included a demonstration of 
what interactive co m m u ni - 
cation could be like in the 
UK. 

As with so many other 
developments in this field, 
such use is definitely at the 
fledgling stage. 
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CASE STUDY 

BT 


It’s good to 

communicate 





A company which launched 
an advertising campaign 
called ‘It’s Good to Talk" is 
a fitting case study in 
communicating with 
shareholders. 

Add to this the fact that 
British Telecommunications, 
one the the UK’s largest 
companies, has in the past 
year failed in a bidding war 
to buy MCI, the fourth 
largest US long distance 
operator, and announced a 
strategic alliance with ATT, 
the largest US operator, and 
the need for explanation 
becomes evident 

Such special demands are 
not lost on Andrew Wood, 
shareholder communications 
manager at the company, 
whose job it is to deal with 
the demands of BIT’S army 
of private investas. 

“The traditional view of 
companies towards servicing 
the shareholder register is 
that it’s a price that has to 
be paid. We are trying to be 
a bit different from that point 
of view," he says. 

BT is associated with 
several high-profile 
developments such as the 
committee of inquiry into 
new business environment 
being carried out under the 
auspices of the Judge 
Institute of Management 
Studies in Cambridge and 
the Share Aware campaign 
launched by the London 
Stock Exchange earlier this 
year. 

But it has adopted an 
evolutionary approach in its 
dealings with its own 
shareholders. The demands 
of the past year have 
highlighted the need for 
good communication rather 
than prompted any 
wholesale changes to the 
way the company conducts 
itself. 

Although BT makes an 
interesting case study from 
the shareholder 
communications standpoint,' 

It does have several 
idiosyncrasies not shared by 
alt FTSE 100 companies. As 
a resuit of its privatisation in 
the 1980s, the group has 
one of the largest 
shareholder registers in the 
UK based on toe number of 
investors. Almost 2m 
individuals own about 20 per 
cent of the company, whBe 
more than 79 percent is 
held by 43,000 individual 
institutional investors. 

As the largest provider of 
phone services in the' UK, 
BTs army of shareholders 
are also often its customers, 
a distinction not shared by 
many companies. Mr Wood 
says that its policy has 
developed largely as a result 
of its experience with this 
unique shareholder base. 

At the start, the company 
struggled with the fact that 
many ordinary people in the 
UK were largely ignorant of 
the processes of shareholder 
capitalism, in 1985. says Mr 
Wood, there was an 
“amazing level of 
non-knowledge". 

One man phoned the 
company to say he had 
received his piece of paper 
pnd waited to know . where 


to collect his shares, while 
others wrote cheques out for 
the value of their dividends 
as they were so used to 
receiving bills from BT. 

"Some of these 
shareholders didn’t really 
know what they had got 
themselves Hito," says Mr 
Wood. “Initially, our goal r 
was to help them move up)- 
the learning curve.” 

Over the next few years 
BT started to capitalise on 
links between hs shareholder 
and customer base by 
offering special discounts to 
the former. ‘Research has 
shown that BT shareholders 
are more loyal as 
customers," says Mr Wood. 

The need to keep its client 
base happy helped the 
group develop user-friendly 
information for its 
shareholders. 

The group published a 
report for shareholders in 
February which gave an 
update for toe year along 
with several different 
promotional offers. The 
format is a tiny little 
multi-coloured booklet full of 
pictures, diagrams and 
pointers to information. 

BT has also developed a 
separate annual review and 
summary financial statement 
setting out its figures and 
strategy in a digestible form. 
Mr Wood says that small 
shareholders preferred the 
annual review to the legally 
required annual tome. ‘An 
80- or 90-page document is 
not necessarily good 
communication.” he says. 

BT is keen to develop its 
use of the internet and has 
launched a separate 
shareholder information site 
where shareholders can read 
environmental and 
technological service reports 
as wefl as toe other reports. 
Perhaps surprisingly, for. a 
telephone company, tt has 
only recently changed its 
local call shareholder line to 
a freephone number. 

The group's involvement 
with hs institutional 
shareholders is fairly 
traditional, with a rolling 
programme of one-to-one 
meetings with major 
investors over toe year. But 
toe drawn-out battle over 
MCI highlighted the need to 
. satisfy this investor base. 

BTs global ambitions are 
also likely to increase the 
number of overseas 
investors keen to buy its 
shares. John Brougham, 
director of investor relations, 
recognises the importance 
of good communications 
with all shareholders. He, 
like several other UK 
businessmen, is keen to 
stress the importance of the 
annual general meeting, for 
example. -The AGM is 
probably the one big 
occasion of the year when 
the BT board, its CEO and 
chairman communicate to 
individual shareholders.” 
’Having survived such a 
busy year, the value of such 
communications is unlikely 

to diminish in the coming « 
months. 
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cutting edge innovation, depth df ; ' 
experience and contacts. 

Through close relationships with our 
clients, we strive to add value to their 
businesses. So naturally we are pleased 
when those clients and the industry 
recognise our achievements, voting us 
one of the top two banks in global 
capital raising? We are pleased because 
this is recognition, not only for our 
proven expertise in Europe, but also our 
impressive track record in international 
cross-border transactions. 

Deutsche Bank anticipates changing 

client needs and market conditions with 
a multi-faceted package of services. 
That's why Euromoney named us Best 
Bank in the euro zone and Best Bank in 
Western Europe. 

Our clients know - now you do too. 


No.1 

Adviser of Private ]■£.' 
Infrastructure Projects; ..: v 
Globally 

Privatisation International, 
October 1991-1998 

Capital Raising 

No.1 

European Domestic 

Markets 

» . # 

Euromoney, 

September 1998 

Foreign Exchange 

No.1 

Top European FX Bank 

Euromoney, 

May 1998 

& Corporate Finance, 
September 1998 

Credit Derivatives 

Leveraged Finance 

Derivatives 

No.1 

Best MTN House 

No.1 

Lead Debt/Mezzanine 
Arrangers on Continental 
European Buyouts 

No.1 

Corporates' Choice for 
Derivatives 

Euromoney, 

July 1998 

Acquisitions Monthly, 

May 1998 

Risk, 

May 1997/1998 

Research 

Project Finance 

Equities 

No.1 

Best Advice and 

Research on the euro 

No.1 

Global Project Finance 
Adviser 

No.1 

Equity Research 

Database in Europe 

Euromoney, 

May 1998 

Project Finance 

International, 

January 1992-1998 

Reuters Survey, 

1998 
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CASE STUDY 

SHARED SERVICES 


A problem shared 
really can be a 

problem halved 

There is increasing scope for companies 
to farm out non-central activities 


If Europe's business 
landscape is really 
undergoing the biggest 
transformation since the 
Industrial Revolution then 
one of the inventions which 
is powering this revolution is 
the Shared Service Centre 
(SSC). But most finance 
directors may not 
understand the idea, let 
alone be able to build one 
for themselves. 

Most useful management 
ideas defy easy definition 
and the SSC is no 
exception. It brings together 
several threads of common 
sense and is infinitely 
adaptable in application, it 
can range from the mundane 
to the revolutionary. 

So what is it? The idea 
cams from the US and a 
recent study by the 
Economist Intelligence Unit* 
offered a definition of an 
SSC as “a system of cutting 
costs by centring processes 
and people in one location - 
thus reducing head count 
and/or duplicate systems”. 

It Is perhaps easier to start 
with the now widely 
understood concept of the 
"core competency” - the 
central value-added 
operation which defines the 
business - and then think of 


everything else as having the 
potential to be out-sourced 
or placed outside the central 
hub of the company. SSCs 
provide somewhere to put 
these secondary operations. 

But there are as many 
types of SSC as there are 
management consultants 
ready to hype their benefits. 
The BU report, led by 
Mancie Krempel, found that 
success varies - but there is 
no mistaking the enthusiasm 
to try. "A year ago it was a 
question of ‘if and now it is 
a question of 'when and 
how 1 . Those companies that 
do not jump on to this 
speeding bandwagon will 
lose out" says Ms Krempel. 

SSCs stretch from simple 
centralised payroll centres, 
through more sophisticated 
in-company installations 
designed to bring together 
workaday functions like 
billing, to out-sourcing 
centres which can reap huge 
economies of scale by 
offering a home to several 
companies at the sane time. 

The SSC idea is powerful 
enough on its own to enjoy 
widespread support from 
managers - as it has done 
in the US. But several 
factors have come together 
to give SSCs a central role 


In transforming the business 
landscape. According to the 
BU study these include: 

• Economic and monetary 
union. The SSC offers a 
structure for rationalising 
mundane functions for 
companies with several 
European sites; 

• The introduction of the 
euro. This provides a fillip to 
SSCs by allowing them to 
operate within a single 
currency framework while 
dealing, for example, with 
the payroll needs of several 
companies ex' parts of a 
multinational spread through 
the participating member 
countries of the single 

currency; 

• Year 2000 compliance. 
SSCs thrive on technological 
advance, which has allowed 
multinationals to centralise 
within a continental 
framework rather than a 
national one. Intranets and 
advanced telecoms will 
allow many Internal business 
functions, and many external 
service functions, to be 
brought together. The need 
to update computer systems 
because of the Y2K problem 
has given a new impetus to 
such radical restructuring; 

• Companies need to 
become tally global - or at 
least continental. 
Multinationals are usually 
headquartered in one 
country with outlying 
business units which report 
in and work with direction 
from a geographical centre. 
The truly continental 
company operates as a 
single entity across borders. 
The truly global company 
would do the same - but is 
still a distant dream. SSCs 
provide an “architecture", to 
use the ElU's word, for the 
truly European company. 

The BU has also identified 
a series of benefits which 
spin off the SSC model, 
including: 

• Economies of scale 


leading to significant 
savings. A survey for the BU 
showed that one third of 
respondents had saved 
S1m-$3m a year, another 
third savings of about SlOm, 
and a third put savings at 
more than S20m. ; 

• Increased accuracy and 
quality of information; 

• Ability to identify and 
exploit new market 
opportunities - especially 
those related to EMU and 
the single market 

• Shortened the time it 

takes to develop new 
products; 

• Enhanced learning and 
knowledge management 

According to the study, 
those not considering an 
SSC initiative are behind the 
field. Of the companies 
surveyed, 27 per cent were 
already using SSCs, while 
48 per cent had them in 
hand or planned and 19 per 
cent had decisions pending 

- although the report 
acknowledges a skew in the 
results as companies 
interested in SSCs are more 
likely to respond. 

Should businesses rush 
into the SSC model? Hardly. 
More sensibly, all companies 
within Europe should start to 
think about operating within 
a single market They should 
be considering single 
banking structures, 
alongside legal and tax 
restructuring. Success with 
SSCs depends cm 
management commitment - 
at least according to the BU 
survey. It found this was 
ranked as the key success 
factor by 76 per cent of 
respondents, well ahead 
even of communication with 
employees at 59 per cent 
SSCs provide a way forward 

- but they must be tailored 
to the company's needs. 

•Web site: http:// 
www.eiu.com 

Jim Kelly 


MANAGING RECESSION by Tony Jackson 


Upside of a downturn 

The trick Is to emerge in a better position relative to the competition 


The UK, according to the 
Chancellor Gordon Brown, Is 
not heading for a recession. 
British managers seem less 
sure about that, however. 
And if they run interna- 
tional operations the ques- 
tion is of limited relevance 
anyway. Large parts of the 
world - in Asia, eastern 
Europe and South America - 
are in recession already. 

What strategies should 
chief executives adopt for a 
downturn? For most of them 
the question has the force of 
novelty. During the last UK 
recession from 1990 to 92, 
many would have been on 
corporate boards but not 
necessarily as chief execu- 
tives. By no means all would 
have been in the same com- 
pany. or even the same 
industry. 

This is not to imply that 
past recessions are an infalli- 
ble guide to the future. No 
two recessions are alike. The 
various components of the 
economy - manufacturing 
and services, housebuilding 
and leisure - may all turn 
down, but in a different 
order and to a different 
extent. 

The natural response to a 
downturn is defensive, to cut 
costs, postpone Investment 
and hiring and avoid risk in 
general. But there are oppor- 
tunities as well 

In terms of market and 
industry structures, reces- 
sions are periods of acceler- 
ated change. The trick is to 
exploit those changes, so 
that you emerge from the 
downturn in a better posi- 
tion relative to the competi- 
tion than you went into it. 

One way to do this, say 
Steve Tappin and Rob 
Anderson, of the London 
management consultancy 
PA Consulting, Is to pay the 
closest possible attention to 
your markets. In response to 
recessionary pressures, all 
the participants In a given 
market will reposition them- 
selves. Some will withdraw 
marginal products. New 
competitors may come in. 

This may result in gaps 
opening up. As Mr Tappin 
puts it: “Basic positions in 



seen as better 

Emu era 

The globalisation of business has made law firms, like accountants 
before them, examine how best to provide international services. 
Here, Robert Rice looks at pan-European and trans-Atlantic 
alliances, while in the following articles of this special focus, FT 
writers look at the strategies being adopted by the big UK and US 

partnerships and the opportunities 'and challenges they face 
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What lies behind the move 
towards globalisation of 
legal services? For invest- 
ment bankers the issue is 
straightforward: to meet the 
demands of global business, 
legal services, such as 
Investment banking, consult- 
ing and accountancy ser- 
vices, require global reach 
and depth. 

UK law dims have swal- 
lowed this message in a big 
way, establishing networks 
of offices across central and 
eastern Europe and Asia. 
But with Asia and Russia in 
finan cial turmoil, they are 
now turning their attentions 
to western Europe and to 
building pan-European prac- 
tices in readiness for the 
flood of cross-border work 
expected to flow from eco- 
nomic and monetary union. 

Clifford Chance and Fresh- 
fields have been building 
pan-European practices for 
more than a decade. How- 
ever, Freshfields’ link with 
the German firm. Deringer 
Tessin, this year marked the 
start of a new phase of con- 
solidation in Europe as law 
firms strive to establish a 
seamless single-firm service 
for cross-border deals. 

i .inkl atgrs has formed an 
international practice with 
four members of the former 
Allian ce of European Law- 
yers. Alien & Overy, which 
recently merged with Brosio 
Casatl in Italy, has just 
ended its association with 
the French firm. Gide Lay- 
re tte Nouel, bat hopes to 
replace it with a link with 
De Pardieu Brocas Maffei. Its 
link with the Dutah-Belgian 
firm, Loeff Claeys Verbeke 
Buruma, continues and the 
firm is also eyeing a link 
with one of the two leading 
German firms, Bruckbaus or 
Pftnder. 


Clifford Chance, which has 
more than 500 lawyers based 
in continental Europe, plans 
to double .numbers within 
two years - something 
which cannot realistically be 
achieved without a merger, 
Lovell White Durrant is 
looking for an association or 
merger in Germany and 
Cameron McKenna hopes to 
announce a Linklaters-type 
alliance shortly. 

American firms, by con- 
trast, appear less interna- 
tionally minded. With their 
huge domestic markets, 
proximity to the ever more 
powerful US investment 
banks and dedication bo the 
bottom line, they have con- 
tinued to make money with- 
out venturing too for from 
home. 

Most of the leading US 
firms confine themselves to 
having offices in the world's 
financial centres. Their gen- 
eral reluctance to practise 
local law or promote local 
lawyers to the partnership 
together with centralised 
management structures, 
which do not lend them- 
selves to effective manage- 
ment of offices In for off 
places, means that with a 
few notable exceptions - 
White & Case, Shearman & 
Sterling, Cleary Gottlieb and 
Baker & McKenzie - they 
have fewer lawyers based 
overseas than their UK 
rivals. 

This lack of international 
spread, however, does not 
mean they are not global in 
reach. Their proximity to the 
powerful US banks, multina- 
tionals and investors means 
they derive a considerable 
proportion of their revenues 
from work generated outside 
the US. Sullivan & Crom- 
well, for example, which has 
very few of its 400 plus law- 


yers based overseas, draws 
half its clients from outside 
the US. 

With the US capital mar- 
kets r emaining central to the 
restructuring of European 
business in the euro-zone for 
the foreseeable future. CJS 
firms are set to give their 
UK. rivals a run for their 
money In their own back- 
yard. 

The UK firms talk about 
the powerful US investment 
hanks being as much Euro- 
pean as American these days 
and of their close working 
relations with them. But 
their relative lack of US 
securities law expertise in 
the short-term represents a 
significant hole in their pan 
European strategies. 

But, as euro capital mar- 
kets rival the US capital 
markets, rendering tbe latter 
less important, the lack of 
local law capability, particu- 
larly in Rn gitoh fow. within 
tbe leading US firms may 
ham per their pr og re ss in the 
race for global legal services. 

“What people back In the 
US don't realise is that out- 
side the Americas the world 
is pretty much all English 
law," says George Crozer. 
the Asian managing partner 
of White & Case. 

The logical conclusion of 
this relative lack of expertise 
on either side is transatlan- 
tic mergers and it may be 
the establishment of the 
euro-zone will provide the 
catalyst 

Some US firms are already- 
eyeing mergers with UK 
firms. White & Case makes 
no bones about its desire to 
merge with a UK firm and is 
believed to have held serious 
discussions with the UK’s 
Norton Rose. 

Just who would benefit 
from a dozen transatlantic 


law firms growing to domi- 
nate global legal services Is 
not clear. The UK firms say 
clients increasingly demand 
a single firm service and 
that they like to be able to 
-use the same firm wherever jjfr 
they are operating around r*' 
the globe. 

But is this the tail wag- 
ging the dog? How much of 
it is dictated by the fact that 
the UK domestic market Is 
over-la wyered and UK firms 
have hod to look overseas 
for earnings growth? 

For many multinational 
corporations consolidation 
represents a reduction In 
choice and flexibility in 
managing their legal ser- 
vices. With so many of the 
world's markets in recession 
and pressure building on 
corporations to prune costs, 
consolidation of legal ser- 
vices may not be something 
they would welcome. 

According to Peter Cole- 
man, a legal services man- 
agement consultant and for- V*-' 
mer legal director of Grand 
Metropolitan Estates. In 
terms of managing legal risk 
it can make sense for corpo- 
rations to buy as broad a 
range of sendees from one 
firm as possible because of 
the synergies it produces. 

On the other hand, it 
would be an exceptional 
company and “an unwise 
legal director”, which only 
used one law Firm to handle 
all its business, he says. 

“There's no harm in a bit 
of healthy competition and, 
in general, you get broader 
objectivity if you use more 
than one firm. Overall, the 
preference of most corpo- ’ 
rates is to use a smaller, 
more manageable, number of 
law firms than in the past < 
but certainly not to put alU*-' 
their eggs in one basket.’' 
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Optimism born of 
happy experience 


Managers ate not convinced by Gordon Brown's as se rtions that the UK b not naarfcig 


the market are up for 
grabs.” 

In such a period of acceler- 
ated change, it makes sense 
to scrutinise your markets in 
a more opportunistic way 
and prepare to change strat- 
egy at short notice. 

This may not be easy. 
Compared with the last 
recession, the next is likely 
to be more complex in mana- 
gerial terms. 

Companies have typically 
become more international 
In the meantime, and many 
bave grown through merg- 
ers. They are therefore more 
decentralised. This makes it 
harder for the chief execu- 
tive to stay in touch with the 
company's individual mar- 
kets. 

The Imm ediate reaction of 
most companies to a down- 
turn is to concentrate on the 
things they can control - 
staffing, advertising and so 
forth. Mr Anderson says: 
“Every now and then these 
days, we meet a guy who 
does see the opportunity and 
wants to raise finance for it. 
They are a joy to talk to. but 
they are only one in 10.” 

As a consultant, of course, 
Mr Anderson is not a disin- 
terested party. Indeed, chief 
executives must consider 


one essential point. If they 
are risk-averse in a down- 
turn, so are their sharehold- 
ers. 

If companies announce 
they see a recession as an 
opportunity to take aggres- 
sive action, the stock market 
may take fright 

But perhaps there is an 
opportunity here too. If com- 
panies take the time to 
explain to investors what 
their strategic thinking is, 
their share price may 
respond accordingly. 

There may also be oppor- 
tunities In staffing. In a 
downturn it may be more 
acceptable to get rid of 
people who are not worth 
their keep. But it is also a 
good time to poach good 
people from the competition. 

It may also be a good time 
to switch around those staff 
who are being retained. 
Some may have been under- 
employed before and will be 
more so now. 

As for your key staff, this 
may be the time to increase 
their sense or security, and 
thus tbeir performance, by 
offering them longer-term 
contracts. 

And what about suppliers? 
One response to hard times 
Is to squeeze them for better 


Canadian lawyers with a global view 
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terms. But if a supplier is of 
long-term importance to you, 
might this be a good time to 
offer support Including, for 
instance, taking an equity 
stake? 

Much of this will seem 
counter-intuitive, ft is in the 
nature of economic cycles 
that business people and 
their customers suffer from 
too much optimism in a 
boom and too much pessi- 
mism in a bust Being a con- 
trarian Is all very well, but 
how do you know you are 
not being simply imprudent? 

The answer, Mr Tappin 
argues, lies once again in the 
markets far your products or 
services. If they turn down, 
the natural tendency is to 
look inwards, to draw in 
your horns. 

But at the same time you 
should scrutinise the 
changes which recession is 
causing in your business 
environment. Make sure you 
have superior intelligence, 
then make prudent moves 
accordingly. 

It helps, of course, if your 
flnarura are in good order. 
In pragmatic terms this Is 
largely a matter of luck. As 
any portfolio investor could 
tell you, tbe fact that you 
correctly forecast one slump 
in the market does not mean 
you will spot the next one. 

If you happen to have net 
cash when your industry 
turns down, you have a com- 
petitive advantage. If not, 
the chances of transforming 
your balance sheet In short 
order are limited. 

After all. the financial 
markets suffer from pre- 
cisely the same cycle of 
undue greed and fear which 
characterises your own. 

Overall, though, the mes- 
sage Is dear. Recessions are 
times when the usual bal- 
ance between risk and 
reward is raised to unusual 
Intensity. The conclusion is 
neatly encapsulated by Mr 
Anderson: attack where you 
can. defend where you must. 


Sitting In ha - office high 
above Central, Hong Kong, 
struggling with her own 
personal bout of Asian flu 
picked up while trekking 
recently in Nepal, Ruth 
Markfond strikes one of the 
more positive notes sounded 
in Asia today. 

She is, she says, positive 
by nature but her optimism 
about the region's future 
stems more from having 
witnessed at first hand 
Asia's ability to bounce back 
from adversity in the past 

This is the third tour of 
duty in the region for the 
Freshfields corporate lawyer, 
not (deal for someone who 
hates foe heat and harbours 
dreams of retiring to 
Scotland to raise sheep. 

She was in Asia for the 
1987 stock market crash, for 
Tiananmen Square and for 
the signing of foe joint 
declaration. Times, she says, 
when things looked pretty 
bleak. 

“I’ve seen foe rollercoaster 
ride of Asia mid it’s 
remarkable how resilient 
Hong Kong is. in particular.” 
she says. 

She also has reason to be 
optimistic because, despite 
the 180-degree turn in the 
economic and financial 
position of Asia since she 
returned In 1995 to take on 
the rate of managing partner 
for the region, Freshfields 
remains remarkably busy. 

Unlike other firms which 
complain of the frustrations 
of operating in China, the 
British international law firm 
has several new 
infrastructure projects on the 
go. It Is also busy 
negotiating debt and project 
restructuring as weQ as 
mergers and acquisitions in 
Thailand and South Korea. 

The firm has doubled 
lawyer numbers in its seven 
Asian offices to 160 in the 
past three years and Ms 
Maridand expects them to 
double again over the next 
three, although she 
concedes there is unlikely to 
be much growth for 12 
months. 

When the firm asked her 


to return to Asia and head 
foe Hong Kong office her 
initial reaction was to refuse. 
"I thought Asia was a dosed 
chapter of my life. 

"I’d been in Hong Kong 
and Singapore and I didn't 
want to travel half way 
around the world again to 
do foaL So I said: ‘No, and 
anyway what you need Is a 
managing partner for foe 
region.' So they said: ‘OK, 
go and do that’ " 

In spatting the need to 
co-ordinate the firm's 
operations across the 
region, she was ahead of 
the field. Now all the 
Entemationaf firms talk of 
having “regionafisecr their 
practices and of foe need 
for flexibility in staffing 
transactions. 

One of foe advantages of 
taking a regional overview is 
that It Is easier to match 
demand to capacity and Ms 
Maridand admits to 
spending a lot of her time 
just ironing out the peaks 
and troughs In capacity and 
demand. But that is not the 
only benefit 

■Developing practice tines 
on a regional basis is much 
more important," she says. 
“The typical make up of an 
international law firm is that 
you have each office 
working away reinventing the 
wheel, developing client 
relationships for the greater 
good of that office without 
thinking whether any 
cross- selling can be done. 

"If you raise your sights 
and took more broadly, a bit 
of market intelligence here 
may provide a lead in 
Singapore. You may find you 
have common contacts and 
can avoid duplication of 
effort and foe work product 
Itself will benefit 

"My theory Is that there 
are no unique problems in 
the law. If you can find out 
who has faced them before 
you can save huge amounts 
of time and effort. It sounds 
mundane but foe value Is 
quite great” 

Accepting foe job meant 
acquiring new management 
skills, a challenge that she 
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Ruth Maridand: striking a positive note 
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relished as she admits to 
getting bored easily and to 
liking change. 

"I’ve been rather kicky 
throughout my career. I've 
been in Hong Kong, 
Singapore and London, and 
that's kept my interest 
going. 

"But in your forties it starts 
to dawn on you that you 
can't be Mozart or Bjorn 
Borg, so it has been a great 
challenge to be given the 
opportunity to do something 
other than foe pure practice 


of law." 

She even feels “lucky" to 
have been in Asia when foe 
financial crisis hit. "if ever I 
needed more job stimulus, 
I've been handed foe right 
circumstances In which to 
do it," she says. 

And, if she tires of the 
challenge of managing foe 
firm's Asian offices through 
the economic and financial 
crisis, she always has the 
upturn to look forward to. 

Robert Rice 
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xporting the American way 

^NemationaJ deals based on US law are providing the means for firms to extend their global reach 

: march of leading tlK 

firms into markets 


* ^ uo < ^ file world - largely 
t"i link ups with local 

5™ - has helped take 
them into the top tier of 
.global law firms by size. 
However, their US competi- 
tors appear Car from worried. 

A survey published 
recently by the American 
Lawyer showed that Skad- 
den, Arps, Slate, Meagher & 
Hots, is now the only New 
York-based firm in the table 
of the 10 firms with the most 
number of lawyers. It found 
that UK firms comprise six 
of the top io and hold four 
places in the table of the 10 
T^dighest grossing firms 
around the world. 

The strategy of most of the 
largest UK firms is to be able 
to offer clients both local 
and international legal ser- 
vices. This contrasts with 
the approach of most large 
New York-based law firms, 
which tend to focus on high 
end cross border work, 
eschewing the need for 
bunding up local practices. 

Yet, despite the recent tur- 
bulence in international 
equity and bond markets - 
which has hit cross-border 
activity - and. the launch of 
the single European cur- 
rency next year, US firms do 
not appear to be planning a 
change in strategy. 

' “There is a clear split 
tween the thinking of 
arge English-based firms 
and most of the large US- 
based firms,” says Robert 
Sheehan, executive partner 
of Skadden, Arps. "A num- 
ber of English firms are 
going into markets intending 
to operate as primary opera- 
tors, providing a full range 
of local law and Interna- 
tional services. US firms 
have taken to focusing more 
on international business, n 
he says. 

“The different approach 
has implications for whether 
or not you would choose a 
merger as a way of entering 
a foreign market or rather 
focus on the larger transac- 
tions which have cross bor- 
der implications." 

iMf Sheehan's firm typifies 
iJytUS approach. “In enter- 
ing foreign markets we have 




Torch beaters; US ferns rely on expertise rather than m er gers to secure international growth 


never attempted to be a lead- 
ing provider of general legal 
services. Rather we aim to 
involve ourselves tn a small 
percentage of the most sig- 
nificant legal business." 

Mr Sheehan expects inter- 
national business to 
increase. In the short-term, 
this growth is likely to come 
mostly from Europe but, in 
the long-term, Asia is likely 
to be an Important market. 

“There is a need, over the 
long run, to build Infrastruc- 
ture around the world so you 
can service the clients with 
international needs. That 
will not always require pro- 
viding local law expertise in 
foreign jurisdictions,” argues 
Mr Sheehan. 

Stephen Volk, the senior 
partner of Shearman & Ster- 
ling suggests that there is a 
distinction to be drawn 
between the strategies of UK 
and US firms but that “the 
position is not black and 
white". 

“Our strategy is different 
from most of our US compet- 
itors. We have 130-140 law- 
yers in Europe, probably 175 
by the year end, and more 


than half are local,'’ he says. 

“In London, Paris, Frank- 
furt and Dusseldorf we do 
local work. In order to have 
a global practice, we need to 


think that makes sense for 
us." 

Thomas Cole, chairman of 
the executive committee at 
Sidley & Austin, head- 


be strong in the US and US quartered in Chicago, says: 
law oq cross-border t ransa c- “It may be that the current 
tjons and other key jurisdic- turmoil has caused people to 
lions where a si gnifican t vol- be more cautious. I think the 
ume of high end Initiative is coining from the 


transactions is likely. 

“In London right now, 
most of what we go after on 
the UK law side are infra- 


UK firms. There is only so 
much they can do in their 
home country, i would be 
very surprised if. in the next 


structure projects, which are five years, there was not a 
normally cross-border deals, large transatlantic merger.” 
and acquisition finance. Other changes are likely, 
which may or may not be As firms become increas- 
cross border. ingly global in their outlook, 

“We are trying to attack management structures are 
areas where we can add . going to have to change. For 
strength to the services by example, Mr Cole says he 
adapting our US experience, will “regard it as a measure 
with Its greater variety of of success when we disband" 
products, to the cross-border tbe firm’s international 
scene," says Mr Volk. operations committee. 

Nevertheless, senior US John Klotscbe, chairman 
lawyers do see a large of the executive committee 
UK-US law firm merger hap- of Baker & McKenzie - the 
pening. Mr Volk says: “I world's largest law firm by 
think a merger between a US number of lawyers - says 
and UK firm will eventually the firm may expand into 
happen but it is not our related professional services, 
strategy to look to merge “We will never become the 
with a UK firm. We don't size of Arthur Andersen but 
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there are some synergies 
with quasi-legal and non-le- 
gal services we are looking 
at. They will provide a dis- 
tinctive element for us,” he 
says. 

Baker & McKenzie is seen 
by most in the profession as 
out on its own in terms of 
globalisation. While head- 
quartered in Chicago, 80 per 
cent of its 2J300 lawyers oper- 
ate outside the US and it bas 
offices in 35 countries. “The 
market turbulence over the 
summer certainly caused us 
to do some reshuffling and 
redeployment of resources in 
Asia. But with other areas of 
business taking off in that 
area, it has not impacted on 
our bottom line signifi- 
cantly," Mr Klotsche says. 

Strategically, the firm also 
appears to be different. “Our 
growth around the world bas 
largely been organic,” he 
says. “We have launched 
offices around the world 
with several partners who 
are fully qualified locally. 
That is bow we disting uish 
ourselves. Don't forget that 
the cross border work often 
has local implications.” 


RUSSIA by Richard Marsland 
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Crisis will sift 
wheat from chaff 


A test for the less committed, an opportunity for the rest 

seeking office mergers or potentially strong growth 
one-off hirings -as existing area, although only the brav- 
rivals pull out est investors are coming 


In the year to August 1998, 
Moscow was boom town for 
international corporate law 
firms. Capital markets issues 
and bank lending were buoy* 
ant. growing volumes of 
mergers and acquisitions 
work was coming through 
the pipeline and fast-moving 
consumer goods companies 
were pumping products into 
a marketplace renowned for 
its hunger for western 
brands. 

Among law firms aggres- 
sive lateral hiring was push- 
ing salaries steadily higher, 
especially for experienced 
Russian associate lawyers, 
and western partners could 
charge top-end London or 
New York fee rates for pre- 
mium work. 

Then the crisis struck and 
the legal landscape was 
transformed. “It has been, 
and will be, a profound 
change,” says the managing 
partner of one of Moscow's 
larger foreign law offices. “1 
honestly don't know what 
kinds of work we will be 
doing in six months' time. 
We will re-profile our prac- 
tice If necessary but the dev- 
astation has been so severe 
that things wfil take a long 
time to recover.” 

The result has been an 
uneasy calm in the legal 
community as firms sit tight 
and wait for the political and 
financial end-game to be 
played out Most firms point 
to the near-impossibility of 
any meaningful forward 
planning and the slump in 
key areas of work is likely to 
see many firms pack up and 
leave, especially as Moscow 
remains one of tbe costliest 
cities in the world in which 
to run an office. 

The most likely leavers are 
the small and medium-sized 
US firms, some of whicb 
came In on the back of one 
or two big clients and do not 
even have a fully resident 
partner. 

While most law firms have 
frozen their recruitment 
plans, many of the larger 
practices admit that they are 


“We will be looking for 
some strategic acquisitions 
during this time.” says a 
partner with one of the 
larger US firms. “When this 
thing turns around there is 
going to be a lot to do and 
we want to be in a position 
to do it” 

Jeffery Roberts, bead of 
Freshfields' Moscow 
operations, agrees the crisis 
Is a test of nerve for tbe less- 
committed foreign firms and 
an opportunity for the rest 
to take stock. “We anticipate 
a period of consolidation 
which, frankly, may be no 
bad thing since life here bas 
been so hectic for the past 
two or three years,” he says. 

The crisis has forced all 
foreign firms to look care- 
fully at their own skills mix. 
British firm Allen & Overy 
was the first to bite the bul- 
let, shedding six capital mar- 
kets lawyers in early Sep- 
tember, a decisive move 
regarded with a mixture of 
awe and foreboding by the 
rest of the market 

Christopher Roberts, man- 
aging partner of Allen & 
Overy 's Moscow office, says 
the underlying reason was 
the likelihood that new capi- 
tal markets issues would be 
dead until early 2000. His 
estimate is precisely in line 
with what others are saying 
privately and s imilar cut- 
backs elsewhere appear inev- 
itable. 

However, he also believes 
that opportunities for work 
in other areas remain bright 

“The banking side will 
bubble away until the New 
Year without any difficulty, 
and my guess is that it will 
continue to do so for some 
time after that” he says. 

“And other sectors of work 
will definitely see increased 
activity. For example, we are 
brushing up on the whole 
area of Insolvency, bank- 
ruptcy and litigation." . 

Given the collapse in asset 
values, M&A Is another 


back into the market. 

The Moscow managing 
partner of one of the iarger 
US firms expects M&A work 
to be in full fiow by tbe mid- 
dle of nest year. “The bot- 
tling plant %’alued at S20m a 
few weeks ago may now he 
worth closer to 510m and the 
factory worth $6m has gone 
down to $4m." says Mr 
Roberts. “By next June, 
some owners will be 
strapped for cash, buyers 
will be back in and acquisi- 
tions will get going-” 

Whatever the commercial 
scenario, Moscow remains a 
challenging and fast-moving 
environment for foreign law- 
yers. 

International firms have 
found that, while parts of 
Russian law have developed 
well, the tendency to adapt 
bits of western legislation in 
areas such as securities and 
banking law has resulted in 
inconsistencies. New legisla- 
tion tends to be hurried 
through with little input 
from the accounting or legal 
communities. 

Then there is the issue of 
corruption or, as it tends to 
be expressed locally, the 
value of “confects”. One US 
partner says: “It comes down 
to the contacts not the con- 
tracts and that ’s a sad com- 
mentary.” 

Not surprisingly, local 
Russian firms have excellent 
contacts. A partner with a 
local firm says: “We are Rus- 
sian, we are native, so some- 
times it’s easier for us to do 
the business than the inter- 
national firm, even though 
they have a Russian pres- 
ence.” 

However, despite the 
long-term and immediate 
problems of running a law 
office in Moscow, the bigger 
firms are committed to the 
Moscow market. Given 
Russia’s potential and cli- 
ents' demands for global cov- 
erage, they simply have to 
be there. 
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LONDON PACKAGE c.£50,000 + car + ~ 

- opportunity for equity participation 


First you tak» the most popular game In he World, then you think of a way It can be brought up to date and become completely 
accessible to everyone, add si g n i fi can t tostftutlonal venture capital support and a touch of magic and the result - a total fy dedicated 
fives side soccer complex -football played in the outdoors, under floodHghts* on Mvidud ad-weather synthetic grass pitches In 
state^Oie^conditioiiat In total conifort^gotf club stan d a rds far fiv c ^ shte , tor ptayers of afi ages at a price anyone can afford - 
mass martet low cost quality aporta e ntert ai nment - now booking in Nottingham and Barnet in Croydon In January, Tottenham in 
April and at a centre near you over the next three years. 


THE ROLE: Re porting to the Board, the successful applicant wH:- 

i . , Takm responsibility for and lead all aspects of financier accounting and control for the P owrp fa y Group of Companies 
(k Ensure effective fancflng and balance sheet vnamgament to faeffltate further growth 
O' /itohtdn and develop strong ra i atkmships wfth existing Instttntlofial investors, banks and external advisors 

the out-sourced fi na nce function In-house and provide budgets, forecasta and detailed monthly management 
with on-going management 

Eh the directors to develop faitomai reporting, financial controls and systems with a target of raising the quality and use 
Information within the Group 

a seat on the Executive Board of the ultimate parent comp a ny of the Group 

TE: Apart from being a football fanatic, you:- 

a good degree supplemented by an ACA qualification with a major firm 
at least three years co mmer ci al experience preferably In the Wisure or retail sectors 
some exp erience of handling institutional and banking isMohshlps 
Will be a strong team player and a good communicator capable of tolling up the sleeves and getting involved In other, 
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do Dorsey aid Whitney, Veritas House, I2S Finsbury Pavement, London EC2A 1NQ 





re-engineers 

required) 

■ 

www.capitalmarketscompany.com 


FINANCIAL DIRECTOR MILTON KEYNES 

c£45,000 + Car, Benefits and Generous Relocation package 

Our client is a division of an international engineering pic with world-wide interests in the design, development and 
manufacture of engineered plastics, specialist engineering and consumer products. The group is highly acquisitive and 
also demonstrates strong organic growth. This division is at the cutting edge of technology and is the holder of Queens 
awards for both technology and export. As first tier suppliers to the automotive industry they have an enviable reputation 
for quality and a strong order bode which extends into next generation vehicles. 

Committed to long term research and development, this £l8m turnover division is engaged in extruding plastic products 
with sites based in Milton Keynes and Ireland. You will join a co m mit red and enthusiastic management team and offer 
your accounting expertise to help drive an already profitable division towards achieving it’s foil potential. You will 
control a high level of investment and make a key contribution to the divisions commercial success. You must 
demonstrate the ability to provide financial solutions that service and direct the needs of the business, particularly in the 
areas of product costing and budgetary control. 

Experience within a manufacturing organisation is essential, preferably the automotive sector. Equally important are team 
building and people skills, you must be able to motivate and enthuse staff at all levels. Your best work must be performed 
under pressure, your personality must be at its most positive during a challenge and your professionalism and focus must 
remain during periods of rapid change. 

This group will satisfy your long-term aspirations, offering the potential to advance within tbe UK, Europe and the USA. 

To apply, please contact retained consultants 
Tania Dunstan or Melanie Pyrah 
Pyrah Harris Partnership 
3 The Quadrant 
Coventry. CVI 2DY 

Phone: 01203 243616 
Fax: 01203 631539 
EmaO: phppart@gIobalnetdCO.uk 



PYRAH -HARRIS 


All inquiries will be kept in the strictest of confidence, contact will be made outside of working hours where required. 


To £80,000 + bonus 
& benefits/options 


Branded Consumer 
Sendee Business 


Heathrow 
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UK Finance Director 


Aggnassiw planned growth In revenues and offering ftas generated the need for a proactive and 
experienced financial professional for die largest operating company of a rnlqufy positioned imdtinational 
group with operations worldwide. Challenging rote supporting the UK CEO and Group CFO with signtfkant 

scope for professional advancement and personal financial gain. ^ 


THE ROLE 

■ Key member of UK board responsible for 
delivering on a stretching yet realistic strategy to 
raise margins and efficiency In a national multi-site 
operation with revenues in ocess of £100 million. 

■ Providing superior financial and management 
information to improve die decision making 
process and work dosely with group finance to 
create a responsive yet robust control 
environment. 

■ Developing and managing a sizeable team, 
upgrading the function^ performance as the 
business enters a period of growth, development 
and restructuring. 


THE QUAUHCAnONS 

■ Commercial, systems literate graduate Accountant 
with first-class financial management and control 
skBb gained from a oSStan, rrwSSte 
operation. Property experience would be 
advantageous. 


P™vwioperator with high performance standards 
and Excellent leadership and communication skills. 

Innovative and creative, able to comprehend and 
toptaant sung, eriih P®""* 1 “ Pragma in 
Ime with the demands Of a growing business. 


Leeds 0113 230 7774 
London 0171 238 3333 
Manchester 0161 499 6700 


'jriilvil.Vj ' iV ewi fl . ' . fr ' I riWa ' in'i’ f 

Selector Eur ope 

} spt. m i r siuari 


reply with full detafl* to: 
MWw Europe, taf. TWaWM-Vua. 
1i Con might Mace, ^ 

London W22E0 
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The eagle's eye highlights a particular area of interest within its expansive 
field of view by an extraordinary ability to magnify that area by some two 
and a half times. 


Vision that delivers . 


Mh. - _ 

&£?= -r P~ 


To focus on the kind of potential in a business that we put a high value on 
and are prepared to pay for also takes a particular vision. Vision that we 
back with the £850 million Candover 1997 Fund. Vision that delivers. 


candover 


■ ■■WW.V.VA 





The Candover 1997 Fund invests in larger UK and Continental European buyouts ranging from £5Qm to £1bn. Issued by Candover Partners Limited Regulated by IMRO. 
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^tn oasis for long 
*haul operators 

Rirns. hit by the Asian crisis will find no quick fix but, for those 
prepared to put in time and energy, there are opportunities 

S ~f^! 10 ? uc tunno ^ One recent move under- case launched earlier this 
arm**' 80 Middle East Itnas this heightened inter- year by Dubai Aluminium 
°^ er “tenia- est Denton Hall is pushing Company against Fox & Gib- 
9 investors through its acquisition of tel- bans (its former lawyers) 

1 TVio , ven - low London law firm and and Deloitte Haskins & Sells 

ctawr+I 68 * 0 ] 1 5 c 9“ parati7e Middle East specialist Fok & and Coopers & Lybrand (its 
sraomty and growing open- Gibbons’ regional network. former auditors). 

uess to foreign investment The intention is to holt Whether or not Denton's 
oave provided a select group Fox & Gibbons' regional arrival upsets the region's 

win? ^w Arms experience on to Denton's status quo remains to be 

substantial opportune- own projects expertise. Den- seen. Most lawyers in Dubai, 
oes, although seasoned Mid- ton has been advising the the main legal hub, agree 
Uc u 311 ^ 5 ®re sceptical Abu Dhabi government on that the UAE, at least, is 
yS claims of any radical turn- the regulatory framework already over-lawyered. 
w>und. “T e n me which of for privatisations in the While a steady stream of 
tne current big region&l water and electricity sectors inward investment and 
deals has only come to light which underpinned the flag- banking activity may con- 
stnce the Asian crash," says ship Taweelah A-2 plant, the tinue in Dubai, it is never 
one lawyer. “All these pro- United Arab Emirates' first likely to become a centre for 
jects have been tn place for independent water and infrastructure financing. 
some time, they just take a power project. That role is reserved for 

long time to reach financial The firm was called in to neighbouring Abu Dhabi, a 
c ^ oae -’’ draft the new privatisation closely protected legal mar- 

increasing numbers of pri- law. the first of its kind in ket which is considerably 
vatisations, promised capital the Middle East Partner tougher to break into, 
markets developments and Christopher McGee- Os borne Abu Dhabi's commitment 

infrastructure projects bode believes this will result in it to the Taweelah privatisa- 
well for firms with estab- being asked to work on simi- tion, however, has been 
lished reputations in the lar Legislation elsewhere in heartening for project 
area. But the Middle East is the region. finance lawyers, starved of 

not an area for short-term Denton's decision to enter opportunities in Asia, 
opportunists. Success the Middle East was unaf- Attention has now turned 
depends on commitment. fected by the £ 2 lOm court to the emirate's next build- 
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Legal hub: Dubai has a steady stream of inward investment and banking activity. The NScMte East's growing openness to forekjn Investment has created opportunities AP 


own-operate (BOO) power 
project, a l.OOOMW co-gener- 
ation plant, as well as to the 
restructuring of other assets 
previously held by the water 
and electricity department 
Despite this work, caution 
is necessary by law firms in 
this region where mirages 
proliferate and what looked 
assured yesterday can evapo- 
rate tomorrow. The long- 
awaited UAE stock market 
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A believer in beer 
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Bill Tudor John knew from a 
relatively early stage in his 
career at Allen & Overy that 
he would one day be senior 
partner of the British 
International law ram. 

“One of my partners told 
me so in the early 1970s," 
h^says. “When I asked him 
wtlphe said: ‘Because you ' 
like pushing people around.' 
It's true I've always made 
my views known. But I'm 
not a bully," he says. 

This is easy to believe. 

With his mop of greying hair 
and a complexion to match 
his snappy red braces, he 
seems more like a jolly 
Welsh squire than a dictator. 

Yet, he is no soft touch. In 
the four years since he 
became senior partner, Allen 
& Overy has gone from 
strength to strength, 
enjoying record profits and 
becoming, as one partner at 
a rival City law firm puts it, 

. "the firm on a roil which 
i) ^everyone is trying to 
* s ®rnulate". 

Without belittling that 
success, Mr Tudor John is 
anxious to put It into 
perspective. "We have 
grown in profitability in 
percentage terms more than 
our principal competitors, 
which suggests we are 
winning market share," he 
says. "But if you haven't 
made money in the climate 
of the past four years, you 
shouldn't be in the business 
at alt." 

The real test, he says, will 
come in the next few years 
as the world's economies 
slow. With 30 per cent of the 
firm now based outside the 
UK, City law firms such as 
Allen & Overy are not as 
immune from recession in 
far-off places as they once 
were. Yet, he appears to 
refish the challenge of 
troubled times and has clear 


ideas of how to ensure the 
business survives them in 
good shape. 

This clear vision has 
always been with him. He 
joined Allen' & Overy in early 
1967, at a time when the 
firm had probably the 
leading corporate finance 
practice in the City and Jim 
Thomson, the effective 
senior partner, was regarded 
by many as “Mr Takeover”. 

Shortly after qualifying, the 
firm encouraged him to work 
for Ronnie Grierson at Orion 
Bank, a new investment 
bank. He stayed there for 
two years, but then two 
things happened which were 
to alter the course of his 
professional life and, 


Tudor John: ‘It’s true I’ve 
always made my views known' 

saplings which had been 
hidden underneath to start 
growing." 

With Philip Wood and 
Jonathan Horsfall Turner, ha 
set about building up Allan & 
Overy 's banking and finance 
practice with great success. 
But corporate finance was 
allowed to dwindle, and by 
the late 1980s the firm's 
reputation for corporate 
work had slipped compared 
with that of its principal 
competitors, Unklaters, 
Clifford Chance, Freshfields 


‘One of our strengths is that we are a 
workout firm. So hopefully we are 
better placed than most to cope with 
a downturn 1 


ultimately, the nature of 
Allen & Overy's business. 

First, Robin Broadley, a 
young Eurobond partner, left 
to become a director of 
Barings, leaving the firm with 
a hole to fill. Because of his 
experience at Orion, the firm 
asked him to come back. He 
agreed, but only if they 
made him a partner. So in 
1972, although he was only 
three years qualified, he 
became the 27th name on 
the notepaper. 

Second. Jim Thomson 
was killed in a car crash in 
Rhodesia. "I remember when 
Jim died,” Mr Tudor John 
says. “Ronnie sad: ‘Well, 
that's the end of Alien & 
Overy.' But. rather like 
chopping down a huge oak 
in a forest, it allowed ail the 


and Slaughter & May. 

By the time he took over 
as senior partner in 1994, he 
had decided drastic action 
was necessary. "We needed 
to develop the commercial 
awareness and management 
capabilities of our partners 
and prune the dead wood. 
So we examined each 
department to see how it 
was performing, put a young 
partner. Guy Beringer, in 
charge of the corporate 
department, which totally 
transformed it, set up 
training courses for partners 
and got rid of several 
partners, which has 
motivated the rest." 

He says this meant the 
firm was in a position to 
take advantage of the large 
amounts of work that have 


materialised in the past four 
years. But how well is it 
placed to deal with the 
downturn? “One of our 
strengths is that we are a 
workout firm," he says. “We 
proved that during the last 
recession. So, hopefully, we 
are better placed than most 
to cope with a downturn." 

Mr Tudor John expects to 
carry the can if things don’t 
go right, but he also expects 
to be re-elected senior 
partner next year. “The boys 
want me to cany on." he 
says, laughing again. But he 
leaves you wondering if 
anyone would have the 
nerve to stand against him. 

So does he have an idea 
of what he wants to achieve 
by the time he steps down 
in 2004? “Yes, I want to 
build up our non-UK 
capabilities, particularly in 
western Europe and the US, 
which wiD bring huge 
challenges because of the 
cutural differences." 

In Europe, Allen & Overy 
will concentrate on 
Germany, where it appears 
to be eyeing a merger or 
association with Bruckhaus 
Westrick Heller Lober or 
Purtder Volhand Weber & 
Axster, two of Germany's 
leading commercial law 
firms, and France, where It 
has run down Its association 
with GkJe Loyrette Nouel 
and hopes to reach an 
agreement shortly with De 
Pardieu Brocas Maffiei & 
Assoc 16s, a former member 
of the now disbanded 
Purtder Group of European 
law firms. 

As for the US, Mr Tudor 
John doesn't think that any 
of the US firms he would like 
to merge with are interested 
in merging, so he wili settle 
for having at least 120 US 
lawyers in the firm by the 
time he retires. 

And Is there anything 
else? “Yes, people don't 
seem to laugh so much any 
more. There seems to be 
less time for beer and 
skittles. I want to keep the 
'one firm* ethos and 
encourage people to work 
well together and have fun 
together. So, I'd like to see 
more time for beer and 
skittles." 

Robert Rice 


for example, remains a hope, 
rather than a reality. 

Until this stream of work 
finally comes on-line, only 
those firms with the best 
contacts can be assured of 
running profitable 
operations. 

The UAE legal market is 
also rife with rumours, the 
most worrying of which, for 
international firms. Is that 
professional services firms 
based there will be forced to 
accept 25 per cent local own- 
ership after a four-year grace 
period. This would dilute 
profits in an already highly 
competitive market. 

The geographical distribu- 
tion of law firms in the Mid- 
dle East owes much to long 
standing trade and govern- 
mental links . This explains 
the concentration of the big 
English law firms - Clifford 
Chance, Allen & Overy, Sim- 
mons & Simmons and Rich- 
ards Butler - in the UAE 
and their relative paucity in 
Saudi Arabia, the other big 
market. 

Saudi is dominated by the 
US international firms White 
& Case and Baker & 
McKenzie. Besides Fox & 
Gibbons, which has six 
regional offices, the only 
other genuinely regional 
firms are Trowers & Ham- 
tins, -a London firm, which 
has a strong office in Mus- 
cat, and Richards Butler, 


which has strong affiliations 
throughout the Gulf. 

The potential for high cali- 
bre legal work in Saudi Is 
enormous and both White & 
Case and Baker & McKenzie 
have been at the forefront of 
formulating acceptable fin- 
ancing vehicles within the 
Kingdom. 

White & Case, for example, 
has developed a dedicated 


fascinating legal and finan- 
cial questions, which bring 
traditional Is lami c jurispru- 
dence into direct contact 
with modern investment 
trends. Most lawyers predict 
that the modaraba will 
become established as the 
key contract, avoiding as it 
must the charging of interest 
and Introducing the neces- 
sary element of risk. 


‘From a lawyer’s perspective, Saudi 
Arabia’s strict Islamic culture poses 
some fascinating legal and financial 
questions’ 


receivables financing framer 
work for the Saudi Consoli- 
dated Electric Company in 
the Eastern Province on the 
$1.5bn Ghazlan n power 
project 

White & Case partner, 
Peter Finlay, who repre- 
sented the province, says the 
deal was very important. “It 
was the first internationally 
syndicated borrowing trans- 
action in the Saudi Arabian 
power sector and represents 
a form of financing which 
can be duplicated elsewhere 
In the Middle East.” 

From a lawyer's perspec- 
tive, Saudi Arabia’s strict 
Islamic culture poses some 


As Neil Miller, Bahrain- 
based partner of the UK's 
Norton Rose, explains: “In 
this arrangement,, the bor- 
rower retains a fixed per- 
centage of the profits, the 
bank's reward is a fixed 
share in the balance of the 
revenue generated by the 
investments and the remain- 
der goes to the investors. 
There is no guarantee the 
bank's investment will be 
returned, or that a profit will 
be generated." 

While these structures 
sound arcane, their impact 
will be significant. Every 
Saudi bank is advised by a 
Shariah board (which com- 


plements its board of direc- 
tors) and this decides on the 
acceptability of new finan- 
cial products and runds 
according to strict Islamic 
tenets. 

The challenge for lawyers 
will be to develop structures 
which will qualify, thus free- 
ing up an enormous backlog 
of investment capital and 
guaranteeing a deluge of 
work from Saudi financial 
institutions. 

Lawyers there are also 
working on the creation of a 
rating system for Islamic fin- 
ancings. As one Jeddah- 
hased US lawyer says: “If we 
can get these deals rated, it 
would open out a whole new 
market for Shariah-approved 
securitisations and that 
would create a Gulf-wide 
market for asset-backed 
financing." 

Saudi Arabia is set to open 
up in other areas. Privatisa- 
tion is being looked at 
closely, particularly in the 
telecoms and power sectors 
and there has been a Royal 
Decree authorising telecoms 
pri vat i sal tun. as well as a 
recent Foreign Capital 
Investment committee direc- 
tive that treats energy con- 
version - fuel into power - 
as a permissible industrial 
activity open to foreign 
Investment. 7 Development of 
a stork market Is also under 
discussion. 
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Friday March 12 1999 
Thursday June 24 1999 
Friday September 17 1999 
Friday November 19 1999 

For further information please contact: 

William MacLeod in London 
Tel: +44 171 873 3699 
Fax: +44 171 873 4296 
email: wiIliam.macleod@FT.com 
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Trade services, custody and funds, 
payments and cash management and treasury services. 

We are euro ready. 
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For further information call 
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HONG KONG by Robert Rice 
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F acing up to reality 


British firms used to stick it out during bad times but they, too, are feeling the effects 


Just over a year ago, when 
world finance ministers met 
in Hong Kong for the Inter- 
national Monetary’ Fund and 
World Bank annual meet- 
ings. there was some opti- 
mism that the Asian finan- 
cial crisis might be 
short-lived and that Hong 
Kang and north Asia would 
escape its worst effects. 

Hong Kong had shown a 
remarkable ability to bounce 

back in the past and the 
region's legal community 
reckoned that, although 
things had slowed, the hand- 
over to China bad had no 
effect and the economy 
would pick up after the Chi- 
nese new year. 

A year later, the crisis has 
turned from being a slight 
head cold to a fully-blown 
bout of Asian flu. Many of 
the region's economies are 
racing the worst recession in 
recent memory. 

Foreign direct investment 
has all but dried up. The 
worst affected economies - 
Indonesia, Malaysia, Thai- 
land and South Korea - are 


staggering under a mountain 
of debt and a severe credit 
cnmch. 

Things have yet to reach 
bottom in these markets, 
and to make matters worse 
the crisis has spread. The 
economies or Japan and 
Hong Kong have weakened 
and Hong Kong is now in 
recession. Many fear China 
could be next. 

Typically, with much legal 

work being counter-cyclical, 
law firms are the last to feel 
the effects of an economic 
crisis. In Hong Kong, how- 
ever. with the economy so 
reliant on property and with 
property prices having fallen 
by as much as 50 per cent, 
the local legal community 
has already felt the full force 
of the downturn. 

Many local law firms, 
which thrive on a diet of 
conveyancing work during 
good times, have laid off 
staff or shut their doors in 
the face of a 60 per cent 
downturn in volume. Devel- 
opers cutting prices to 
offload new developments 


have killed off the secondary 
market. 

But it is not just local law 
firms feeling the pinch. In 
previous crises, such as after 
Tiananmen Square in I9S9, 
US law firms were quick to 
pull up the drawbridge and 
retreat. This crisis looks like 
being no different. 

With capital markets work 
in the region moribund, 
regional infrastructure pro- 
jects moth-balled and their 
institutional clients laying 
off staff, the US firms have 
begun to pull their troops 
out of the region. Pillsbury 
Madison & Sutra and Gibson 
Dunn & Crutcher have 
closed their doors in Hong 
Kong. Other well known 
Wall Street firms retain a 
skeleton staff. 

British firms, which until 
the handover enjoyed privi- 
leged practice rights in Hong 
Kong, have stuck it out dur- 
ing bad times. But they too 
are feeling the effects. 

Few have downsized to 
any great degree but several 
firms have sent capita] mar- 


kets and banking lawyers 
back to London and replaced 
them with corporate 
restructuring, recovery and 
insolvency lawyers in readi- 
ness for the wave of work 
expected to engulf the region 
in the coming months. 

US law firms committed to 
the region in the long-term, 
such as White & Case and 
Milbank Tweed, are doing 
much the same. 

At present, little pure 
insolvency work is material- 
ising in Hong Kong, other 
than the Peregrine invest- 
ment house. Asia's biggest 
insolvency to date, and bro- 
kers CA Pacific. But firms 
with experience of the UK 
recession of the early 1990s, 
such as Allen & Overy. Lov- 
ell White Durrant and Cam- 
eron McKenna are gearing 
up in anticipation. 

Chris Barlow, newly 
arrived in Hong Kong from 
London to head financial 
advisory services for accoun- 
tants FricewaterhouseCoop- 
ers. says local banks, such as 
HSBC and Standard Char- 
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Feefing the pinch: local Hong Kong firms, which thrive on conveyancing work, hsve been hit by the property market stump Sarah Minay 


tered. are pulling people hard decisions will then 
with corporate restructuring have to he made." 


and insolvency experience 
back from all over the world 
to meet the expected 
upsurge in demand for their 
services. The construction 
and retailing sectors are 
expected to he particularly 
badly hit. 

“Banks here have a very 
strong rescue culture but the 
big question is what is the 
size of backlog of problems?" 
he says. *'If volumes build, 
bank resources [for manag- 
ing restructuring and insol- 
vency) will be stretched and 


Previous downturns have 
seen white knights riding to 
rescue the corporate sector. 
But. with Investors waiting 
for markets to bottom out. 
few are in evidence. 

AH the International law- 
firms in the region talk con- 
fidently of a “wall of money" 
waiting to come back into 
the market once values have 
stabilised and of a potential 
upsurge in mergers and 
acquisitions work as bargain 
hunters enter the market 
and Asian conglomerates 


consolidate or are forced 
into selling assets. 

“There is a difference in 
expectation between western 
purchasers who think they 
are going to get a bargain 
and Asian sellers who won’t 
sell at current prices. 1 * says 
Lovell’s Roddy McKean. 
“But at some stage realism 
will creep into the market " 

The problem for most 
firms, particularly those pre- 
viously strong in capital 
markets, is that the increase 
in M&A work does not com- 
pensate for the fall-off in 
securities work. "It's diffi- 


cult to replace heavyweight v 
new Issue work.” says Paul 
Monk, of Allen & Overy. . r 
With project finance in the" ■ 


region also depressed. forA. 
eign direct investment 
Chinn stalled and the Chi- 
nese economy looking 
increasingly uncertain, there 
is little for the law firms to 
fed optimistic about. . . 

"For law firms it will be 
June next year before wo see - 
any improvement. But from 
businesses' standpoint the 
whole of next year already 
looks like a disaster." says ’ 
Milbank's Douglas Tanner. 




SINGAPORE by Robert Rice 


:*i.S ■civ \ - 


ZB 





7JT-." 





gw*** w 



t 


• -c 


is the name of the game 






On top of the difficulty of making money, 
firms are having trouble in getting paid 
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In south-east Asia the 
problems are. if anything, 
worse than in Hong Kong 
and north Asia. Indonesia 
has suffered a huge reversal 
of fortune and is again politi- 
cally volatile. Unemploy- 
ment has soared and people 
are starving. 

Gross domestic product is 
forecast to shrink by 15-20 
per cent this year. The Indo- 
nesian private sector 
remains mired in debt and. 
despite the International 
Monetary Fund and World 


unlikely to pick up until the 
economy reaches bottom, 
the rupiah stabilises and it 
hecomes easier to value 
investments. 

Malaysia, too, has eco- 
nomic and political prob- 
lems, reporting recently a 
year-on-year second quarter 
decline of 6.8 per cent 


replaced them with corpo- 
rate recovery specialists or 
not replaced them at alL 
Some firms even claim to 
be busy. .Allen & Overy. with 
nine projects from the 
lodian subcontinent and two 
from the Middle East being 
handled from Singapore and 
an equal number of signifi- 
cant restructurings, has as 
much work as it can handle. 


for doing it." says one part- 
ner of a British law firm. 

The economic downturn 
has come at an awkward 
time for the government as 
it considers relaxing the 
rules preventing foreign law 
firms practising Singapore 
law in an attempt to boost 
the country's status as the 
regional financial centre. 

Chris Rush ton, who beads 


in Hong Kong, plus concern 
over the Asian financial cri- 
sis, have held up progress. 

A final decision from five 
committee is expected before 
the end of the year and Sing- 
apore commercial lawyer 
John Koh, a committee 


d 


liberalisation. But althougff 
many would welcome the 
opportunity la hire more 
Singapore lawyers - nut 
least because they are 
cheaper to employ than 
expatriates - few see big 
advantages in being able to 


member, says some form of practise Singapore law. 
liberalisation is Inevitable. “Singapore matters 
The idm will be to increase amount to less Hum 5 per 
the level of collaboration cent of the turnover of this 


All this is bad news for about to tip into recession, 
more than 50 international fierce undercutting of fees 
law firms which have chosen taking place and huge oper- 
Singapore as their base for ating costs, the status quo 
servicing Asean economies. cannot hold forever. 

Capital markets and pro- "Smaller firms which 


But, with Singapore itself - office." says Tony Grundy, 

»ut to tip into recession, ... . head of Linklators' Slnga- 

;rce undercutting of fees The attitude Of SOITie institutions ISl pore office. “Singapore law is 


Bank debt rescheduling jects work stopped almost arrived within the past three 


The attitude of some institutions is: 
We’re ail in this together’ - we should 
help them recover the money they put 






package agreed in the sum- overnight last November, 
mer. reform of the leaving many firms with 
bankruptcy law and the ere- only a trickle of projects 


years without diversified in but not get paid for doing it 


just too similar to English 
law to sell it to clients ahead 
of English law." 

With many lawyers of the 
opinion that Indonesia wilt 
be one of the last economies 


practices can’t survive in the to recover, the key to sur- 








Tough e fimata : the regional economic crisis fs bad news (or 
International law firms that are usmg Singapore as a base from 
which to service Asean economies Sarah Murray 


ation of a new bankruptcy 
court, there is little evidence 
of companies doing much 
yet to restructure their 
capital. 

The best chance of much- 
needed capital inflows in the 
short-term remains with bar- 
gain-hunting foreign multi- 
nationals. But mergers and 
acquisitions volumes are 


from the Indian subconti- 
nent and the promise of 
greater corporate restructur- 
ing and debt rescheduling 
work and a growing M&A 
market. 

Few firms admit to having 
downsized their operations 
but several British firms 
have moved capital markets 
lawyers back to Europe and 


current climate," says Simon 
Clinton, of Clifford Chance. 
"Second wave firms which 


Allen & Overy's Singapore 
operations, says investment 


rode in on the back of bankers told the government 
project finance and capital that if it wanted Singapore 


markets work must be hurt- 

* H 

mg. 

The US firm, Chadboume 
& Parke, which set up in 
Singapore specifically to do 
projects work, has already 
closed its doors. Others are 
said to be close to making 
the same decision. 


to become more of an 
international financial cen- 
tre it needed to upgrade 
support services and the way 
to do that was to get the 
international law firms on 
boaitL 

A Singapore Legal Ser- 
vices Review Committee was 


between foreign firms and 
local firms, with liberalisa- 
tion limited to areas, such as 
financial services, which 
have the greatest opportuni- 
ties for technology transfer 
from foreign to local firms. 

This will not please all 
international firms, says 


vival in the meantime is 
seen as "regional isation"^ 

Flexibility is the namr^S 
the game and. with 
resources stretched, firms 
need to be able to move 
teams around the region. 

It has to work on a practi- 
cal level, warns Chris Rush- 
ton. of Allen & Overy. “If I 


Haywood Blakemore, of send due diligence work on 
White & Case, the only for- an Indonesian project to 


On top of the difficulty of set up at the end of last year 
making money In Singapore, to consider change. But dis- 
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Together the Review and the 
Resource are powerful tools 
that will help, you to boost your 
understanding of the latest 
management trends 


firms are experiencing diffi- 
culty in getting paid. "The 
attitude of some of the insti- 
tutions is, ‘We’re all in this 
together' - we should help 
them recover the money 
they put in but not get paid 


agreements over the extent 
or liberalisation between 
international and local law 
firms, which fear being 
swamped by their big for- 
eign rivals rather as hap- 
pened to the local profession 


eign lawyer on the commit- 
tee. Many would love to con- 
duct the litigation expected 
to flow from the Financial 
crisis and to cash in on Sing- 
apore's growing reputation 
as an international arbitra- 
tion centre, he says. 

Local Singapore firms 
believe British law firms 
have the most to gain from 


Hong Kong, I need to know 
it won't go to the back of the 
queue if Hoag Kong sud- 
denly gets busy." 

This strategy should serve 
international firms well, pro- 
vided the European economy 
does not turn down greatly. 
If it does, they are likely to 
find themselves stretched 


beyond breaking point. 


INDIA by Richard Marsland and Nigel Page 



Benefits of protectionism 
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A country relatively unscathed by the crisis 
in Asia is attractive to foreign lawyers 
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the Review. • • .the Resource. 


In any discussion with 
corporate financial or legal 
advisers on the outlook far 
India, one phrase recurs - 
India is set to "succeed by 
default". Despite the difficul- 
ties of doing business there, 
India is a safe bet compared 
with the rest of Asia. 

The Asian crisis has made 


many people were simply 
coming to India, signing 
MoUs [memoranda of under- 
standing] and then not pur- 
suing the deals to fruition." 

A lot of the non-serious 
investors have given up and 
gone home, he says, leaving 
a smaller number of large, 
well-resourced corporations 


India, with a growth rate of pursuing big projects and 
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about 5 per cent, one of 
Asia’s star performers. This 
has kept foreign investors 
interested despite several 
political hurdles - a new 
coalition government and 
nuclear test blasts - which 


deals. The net result is a 
smaller number of mandates 
but on real deals. 

The US energy company, 
Unocal, for example, plans to 
act as lead developer for 
Indian projects valued at 


just a few months ago looked about $4bn over the next five 


set to stymie Inward invest- 
ment for years to come. 

Ironically, much of India's 
success in evading the worst 
effects of the Asian melt 
down is being attributed to 
the bureaucratically 
entrenched protectionism 
which was installed after 


The suit is now “pen ding " 
in the Bombay supreme 
court, a situation which 
could continue for years 
given the legendary slow- 
ness of the Indian courts. 
Even so. It has prevented 
other foreign firms from 
opening offices and forced 
the three firms to play down 
their Indian operations, 
underlining their strict liai- 
son function. 

However, the local profes- 
sion remains watchful and 
when As hursts' licence in 
Delhi was renewed on its 
customary six-month roiling 
basis by the Reserve Ranif of 
India this year, Bombay law- 
yers claimed it should not 
have been reviewed as the 


years. Asbursts is advising issue was sub judux. 


on its .Indian projects, 
including its $l9m purchase 
this year of a 26 per cent 
stake in Hindustan Oil- 
Exploration Company. ’’ 
Protectionism extends to 
the legal sector. Under the 
present regulations, foreign 


independence alongside law firms cannot open 
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“Nehruvian socialism". branch offices in India or White & rins e partner Raj 

Exchange controls and advise an Indian law. Pande says; "We are finding 

government restrictions on The Indian legal communl- that in the projects sector a 
many key industries remain, ty’s substantial protectionist lot of deals have reached the 
But gradual deregulation is element made its mark In financing stage and India 
continuing and foreign law- August, 1995. when an uni- definitely represents one of 
yers in India are now dentified amalgamation of the more stable markets for 
increasingly upbeat. local plaintiff interests, styl- debt financing at present " 

“There really is a lot going lag itself the “Lawyers’ Col- However, other US firms 
on." says Geoffrey Picton- lective”. Issued a suit in more dependent on direct 
Turbervfll. an energy part- Bombay against three for- inward investment may find 
ner specialising in Indian eign firms - White & Case themselves exposed in the 
work at the London office of and Chadboume & Parke of coming months 
Ashurst Morris Crisp. "The the US and Ashursts. Despite fusty regulations 

mix has changed a lot since All three had established curtailing marketing activitv 
the mid-1990s. At that time, liaison offices in India under and limiting firms to a maxi 
there were large numbers of licence and the suit alleged mum 20 partners, the Indian 
foreign companies talking they exceeded the scope oF 1 profession should be con- 
about coming in and the these licences. It also gratulated for reinventinE 1 
press was full of stories of accused 11 regulatory Itself in the last few years 
vast quantities of inward authorities and professional In Delhi and Bombay a 
investment. bodies in the High Court of handful of firms have risen 

"But much of that talk failing to control foreign from the ranks to establSh 
was .overstated because__.^wY^.mJndia. Vthemselves as intimation 




Whether the matter 
becomes mere than just an 
irritant remains to be seen. 

All three firms continue to 
operate in India although 
the US sanctions and Asia’s 
downturn has tempered the 
appetite for investment and 
financing. 

White & Case partner Raj 
Pande says; "We are finding 
that In the projects sector a 
lot of deals have reached the 
financing stage, and India 
definitely represents one of 
the more stable markets for 
debt financing at present." 

However, other US firms 
more dependent on direct 
inward investment may find 
themselves exposed In the 
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ally recognised practices. In 
Delhi. Rajinder Narain is 
well known for its financing 
and corporate practice. 

"We are mainly involved 
in infrastructure projects, 
especially power and tele- 
coms and. increasingly, 
highways, and in inward 
investment matters," says 
partner Ravinder Nath. 

Mr Nath says changes In 
Indian intellectual property 
legislation which afford pro- 
tection to products, as well 
as to processes, are key cata- 
lysts in boosting interest 
from investors in the phar- 
maceutical, foodstuffs and 
chemical industries. M 

At the same time, lawyers 
with foreign firms active in 
India have noted tha) client 
demand means they can now 
work more easily with their 
Indian counterparts than 
has been the case. 

Arun Singh, a partner 
based in Mason's London 
office, specialising in India 
work, says; “There are 
increasing numbers of pro- 
jects and transactions where 
there is a requirement from 
the Indian promoters, be it a 
government or private 
entity, for foreign legal 
advice in close conjunction 
with local Indian lawyers. 

"Bo this type of co-opera- 
tion' has become established, 
especially in cases where 
documentation is subject to 
English law," 

Sanctions may continue to ' 
bite into US Investment, 
especially in infrastructure, 
but for law firms with frock 
records and connections 
India is irresistible. 

Investment momentum is 
unstoppable and the paten- . 
tial exists for significant pew 
areas of business,, such as • 
securitisation of assets, to 
come on ntream. 
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Loopholes 

’Start to 


2 X 10 V&JGET TH£ CAfWN TO CI 2 CL£ A 
fciT-Ptt IN DW OF LANDING INSIDE 
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A secondment to an office overseas is 
now less likely to allow directors to pocket 
tax-free capita} gains 



Tax 


issues 


USal March this year, UK 
resident directors trans- 
ferred abroad or taking up 
positions with new compa- 
nies in other ccnartnes often 
found the move presented 
them with a number of 
attractive tax possibilities. 
Directors holding share 
options where the shares 
had appreciated in value 
were often in a particularly 
advantageous position. 

Options granted pursuant 
to approved share option 
schemes generally were not 
subject to inramp tax where 
the shares had appreciated. 
If the directors exercised 
their options and sold the 
shares while non-UK resi- 
dent, the gain would be 



free 


UUif 


• -5 


UK tax. 

ie 1966 Finance Act nar- 
rowed these opportunities 
considerably- Rules were 
introduced aimed at individ- 
uals who left the UK for 
short periods of time in 
anticipation of realising a 
large capital gain. Until this 
year, a single full tax year 
outside the UK would have 
been sufficient absence to 
escape capital gains tax. 

Under the new rules, indi- 
viduals realising a capital 
gain while outside the UK 
will be subject to UK taxon 
that gain an returning to the 
UK. The rules will apply 
unless the individual lives 
outside the UK for at least 
Gve tax years. Most second- 
ments of senior executives 
abroad would be for periods 
less #an this. These rules 
appL^o anyone leaving the 
country - not just those the 


rules were aimed at. 

on share sales after 
departure from the UK but 
in the same tax year as the 
departure win now be taxed 
in that year which was not 
true previously for imtivirfw- 
als who stayed away for 
three years. . 

For employees of UK-based 
groups, absence Crum bead 
office and the centre of 
power for five years might 
be far longer than many 
would wish. Some relief 
against the harshness of this 
new rule may be at hand. 
Current Inland Revenue 
practice will continue to 
allow those going to work 
overseas to return for up to 
90 days a year without 
becoming UK resident 

The complex way in which 
the new rules apply will 
mean that some directors 
exercising options abroad 
will be subject to tax and 
others may not Directors 
intending to spend the five 
years outside the country 
may well avoid tax on the 
gain. An unplanned re t urn , 
however, wreck the best of 
intentions. 

Directors who have 
options awarded in relation 
to their UK employment, but 
who have previously lived 
outside the UK, may also 
escape capital gains tax. The 
charge on temporary non- 
residents only applies to res- 
idents in the UK for any part 
of four of the seven tax years 
preceding their period of 
non-residence. Thus, foreign 
executives posted to the UK 
for short periods, or those 
away for extended periods 
previously, will escape. 

Those returning to the UK 
before the five-year period 
has elapsed will find that 
some features of the way in 
which the gain will be taxed 



are unusual All of the gains 
during the period abroad 
will be taxed in the year of 
retnm. The only annual 
exemption from capital gains 
is that of the year of return. 
If the director had remained 
in the UK. the exemption 
would be available in each 
year. The gain, and so the 
obligation to pay tax, along 
with time-limits for making 
are all deferred until 
the return, thus delaying the 
obligation to pay. 

Directors lucky enough to 
move to countries with suit- 
able double taxation treaties 
may find the gain is pro- 
tected from UK tax while the 
director is resident in that 
country. Tax treaties pat- 
terned on the OECD model 
will relieve residents of one 
contracting country from 
capital gains tax In the 
other, unless the gain relates 
to immovable property in 
the other country, or forms 
part of the business assets of 
a permanent establishment. 

Shares typically foil into 
neither category. Asa result, 
tax, if any, on the gain is 
only due in the country 
where the director is resi- 
dent There are many varia- 
tions on this theme found in 
the 100 tax treaties that the 
UK has entered into with 
other countries. 

At one end of the scale, 
the treaty with the US 
allows both countries to tax 
capital gains in accordance 
with their domestic rules. 
Other treaties, such as the, 
one with Canada, wDl allow 
the UK to continue taxing its 


former residents for up to 
five years on capital gains. 

Neither of these offers 
much comfort for directors 
relocating to North America. 
Other limitations found in 
treaties often permit the tax- 
ation of shares in private 
companies or in companies 
whose value is principally 
based on local immovable 
property. 

A number of tax treaties 
with important trading part- 
ners are under renegotiation. 
The Inland Revenue has 
been silent on the subject, 
but it may seek to have pro- 
visions included in new trea- 
ties that allow it to continue 
to tax the gains of former 
residents. 

But tax treaty relief is not 
the only piece in the puzzle. 
Tax in the country of sec- 
ondment will be a crucial 
aspect Again, rules vary 
widely, from Belgium, which 
does not tax capital gains, to 
Canada, which taxes the 
exercise of an option even if 
it relates to employment 
that took place before mov- 
ing to Canada. If foreign tax 
is payable, this may cut or 
eliminate the benefits of a 
gain free of tax in the UK. 
Complex issues may then 
arise in seeking to avoid 
double taxation, once when 
the option is exercised 
abroad, and once when it is 
brought back to the UK tax 
net several years later when 
the director returns to the 
UK 

Jonathan Schwarz is a tax 
Banister at 3 Temple Gar- 
dens Tax Chambers. 


TECHNOLOGY by Richard Susskind 
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Thinking in reverse 

The function of IT is not simply to support business strategy. It is to shape it as well 



Information 

Technology 


Imagine that 30 years ago 
you needed money in the 
middle of Ibe night. You 
went down to your local 
bank, approached a gaping 
hole in the wall, peered 
through and asked a bank 
teller for £20. A hand 
emerged gripping bank notes 
and released the money. 

Fantasy, of course, and -src 
would ail be quick to say 
that this was not bow 
domestic banking developed. 
Nevertheless, this does 
exemplify a common ten- 
dency to regard IT simply os 
a tool for automating exist- 
ing processes and activities. 

A for more productive 
view is to see IT as a 
resource that also facilitates 
innovation, giving rise to dif- 
ferent ways of accomplishing 
commercial objectives. 

Cash dispensers did not 
automate or systematise an 
existing banking practice. 
Rather, a new technology 
created an opportunity to 
provide an entirely new way 
of conducting banking 
affairs, one that now domi- 
nates and benefits customers 
and banks. 

The lesson here for senior 
managers in any walk of life 
is that the greatest benefits 
of IT are increasingly com- 
ing from harnessing the 
power of technology in 
changing business processes 
and not from simply auto- 
mating what already goes 
on. 

This is often referred to in 
popular, but perhaps oven 
worked, management terms 
as "business process re-eugi- 
neeing”. It extends to chang- 
ing people's working prac- 
tices, the structure of 
organisations and the ways 
businesses collaborate and 
compete with one another. 

Simply to automate, then, 
Is to under-exploit the poten- 
tial of new and emerging 
technologies. The function of 
IT is uot simply to support 
the business strategy. It is to 
shape it as well. 


So bow does one gc about 
innovating rather than auto- 
mating? How can opportuni- 
ties be identified for such 
radical change? 

Two safe bets arc to think 
ih reverse from market 
needs and to meet the chal- 
lenges of "disintermedia- 
tion" la dreadful word refer- 
ring to the removal of 
intermediaries from the 
information supply chain; on 
the world wide web. 

An example of thinking in 
reverse is offered by one of 
the world's leading manufac- 
turers of electric power tools 
which compels new 1 execu- 
tives to rcuigRLSt- that what 
they sell are "hales in walls" 
and not just drills. 

The executives are laid 
that few of their customers 
are committed to thr deploy- 
ment of electric power tools 
in their homes. What they 


ers and clients and. with the 
help of IT. to consider 
whether these can be satis- 
fied by quite different 

means. 

It is worth remembering 
that clients and customers 
are generally not too cun- 
ivmed about any departure 
from tradition so long as the 
product or service they 
require can be delivered in a 
way that is cheaper, quicker 
or belter. 

The branch of IT that is 
nnu- facilitating the must 
extensive reverse thinking is 
the world wide web. through 
which all manner of services 
are offered. Yet it is far from 
clear that corporate leaders 
have yet grasped just how 
fundamentally the world is 
about to change because of 
the web. 

In the UK examples 
include the convergence of 


It is far from clear that corporate 
leaders have yet grasped just how 
fundamentally the world is about to 
change because of the web 


want are holes. 

And it is the job of the 
fresh recruits in that corpo- 
ration to find ever more 
competitive, efficient and 
imaginative ways of giving 
customers what they want, 
of putting holes In tbpir 
walls. 

The suitably humbled 
executives are urged in this 
way to think about commer- 
cial ends, not means, to 
focus on the needs of their 
customers and not to suc- 
cumb to tunnel- visioned cor 
porate enthusiasm for a par- 
ticular, and perhaps quite 
transient, product range or 
solution. 

There is a crucial message 
here for all managers when 
contemplating the future of 
their businesses. 

While there is a tempta- 
tion when p lannin g to focus 
on stre amlining and maxim- 
ising what is in place today, 
there is surely an overriding 
aim. This is to get for closer 
to the real needs of custom- 


television and the Internet, 
the massively increasing 
telecommunications capacity 
and the government's 
commitment to having 25 
per cent or public services 
deliverable electronically by 
2002 . 

Together, these will lend 
within five years to most 
people having access to a 
much enhanced world wide 
web. which will become Ibe 
natural first port of coll for 
all sorts of entertainment, 
information and services. 

It will be possible to chat 
face-to-face through first rate 
videoconferencing to friends 
and colleagues around the 
world as though they are sit- 
ting next to one another. It 
will also be possible to par- 
ticipate more actively in the 
schooling of one's children 
and have direct access to 
most government services 
and information from home. 

Guidance will be available 
on any conceivable topic, 
presented in wonderfully 


illustrative rauUimi-dia form, 
and information and sen tvs 
will be brought tu everyone's 
attention direct It without 
then* being any nw-ti to go 
uul ami search for them 

At work. I'nRiniuuic.ittun. 
trading, advice, funds trans- 
fer. negotiation, toll.ibora- 
lion, management and mar- 
keting will come to bo 
ifomin.iteil by ever mure 
focused and itsahlt' online 
ic-rhnologius. 

At the heart of many of 
these applications will be 
this not ion of “disintcricc- 
ilniinn" For example, as 
people shop and batik, 
chouse hohd.-tys. book res- 
taurants. take out insurance 
cover, buy cars and go 
house-hunting using elec- 
tronic services, these online 
facilities will often supersede 
IhoM 1 who help us undertake 
these activities today. 

Many at the middlemen 
now knuwn as brokers, 
agents or intermediaries - 
not just estate agents, insur- 
ance brokers and travel 
agents, but professional 
advisers and others too - 
w*ill find an equivalent of 
some of thnr services being 
delivered online by other 
information premiers. 

Survival for intermediaries 
whu wont to work offline, as 
they always have done, will 
depend on their being able to 
continue adding value in the 
delivery' or their services m 
this way. value that no sys- 
tem can replicate for the 
time being. 

Alternatively, there are 
innumerable opportunities 
heie for the entrepreneur- 
tally inclined. In particular, 
those who fear their replace- 
ment through disintermedia- 
tion might instead give 
thought to designing and 
delivering online services 
themselves, packaging their 
experience and knowledge in 
this new tray. 

If their starting point is 
the real needs of the market, 
suppliers and users of the 
resultant services should 
both benefit from this inno- 
vative application of IT. 

• Richard Susskind is the 
author of The Future of law 
and can be contacted on 
ridiardsusstdndu msn.com 
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Challenge to catch the bug 
bigger than anticipated 

The US is the country most advanced in tackling the year 2000 problem, but it is also 
the least confident of the eventual outcome of its efforts 


Flying in aeroplanes and 
tevelUng in lifts are the two 
djpquoted events that people 
are most likely to avoid 
doing on New Year's Eve. 
1999. 

However, if the latest and 
most comprehensive report 
yet on the global state of 
readiness for the year 2000 
computer bug is to be 
believed, there is a host of 
other activities to be added 
to the list 

Cap Gemini, the large soft- 
ware and services group, has 
recently produced its second 
anrmai survey on the issue. 
It ahrK to quantify the effect 
on the European and US 
economies of the failure of 
some computers to recognise 
the change of date from 1999 
to 2000 and potentially mal- 
function. 

The report makes gloomy 
reading. One of its chief find' 

ingn is that those companies 
which have tackled the prob- 
lem most actively have 
found it is for larger than 
m t houg ht. For this reason 
uxrstndy estimates that the 
total cost of fixing the mfl- 
tennium bug in Europe and 
the US is $858bm, a rise of 20 
per cent is the past six 
months. 

The biggest increase has. 
been expenditure on hard- 
ware, up by more than half 
to fUgSftn. Staff costs have 
risen by 17 per cent to 
$4£9bn. Meanwhile, software 
costs have increased 12 per 
cent to S200bn- 

fhp flAmini calculates that 
MMbn - $238hn in the past 
six months - has alre ady 
been spent to make the two 
continents year 2000 compli- 
ant. Thfc is just over half cf 
the amount the survey, for 
which 1,700 directors of ®fl- 
lennhun bug projects were 
Aterviewsd. indicates will 
eventually be spent on fi xin g 
the problem. 

One result of the rising 
cost of the bug is that other 
info rmatio n technology pro- 
jects and - investments are 
being postponed. “The back- 
log of projects is growing 
enormously," says Geoff. 
Unwin, Cap Gemini manag- 
ing director. He sees this as 
indicating that cancery that 
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US president KB CSntDo reviews government efforts to prepare fts computed far 2000 . Some 98 per 

cent at US comparim saUtter had enrngesKvanangem m ls ready, agatet BO per cent In Eumpo AP 




the IT industry will face a 
slump after 2000 appears 

unfounded. 

The US . emerged as the 
country most advanced In 
tanifting the problem, hut 
also the least confident of 
the outcome. Mr Unwin says 
fhic underlines the fact that 
the deeper companies or 
organisations dig into the 
problem the more complex it 

is discovered to be. 

US companies have 

already committed about 61 

per cent of what they expect 
to spend on the bug. com- 
pared with. 48 per cent by 
European companies- Confi- 
deDce in mission critical 
systems was 88 per cent and 
95 per cent respectively. 

Another intriguing statis- 
tic to emerge from the study 
is the proportion of busi- 
nesses making c o n tin g e ncy 
p tong - for the change of date. 
Some 98 per cent of US com- 
panies said they had made 
ready emergency arrange- 
ments against just W per 
cent to Europe- Among the 
latter, the UK scored 85 per 
cent, Sweden BS pc* cent, 
France 48 per cent and Ger- 
many 35 percent. , ^ 

The&o figures reflect some 
worrying assumptions 
among the companies of the 
various countries. For Rxam- 
' pie, only a third of European 
companies believe toere te a 
risk of essentials «?*“* *? 
lug as a result of the mfllen- 


nium bug. The correspond- 
ing figure Is 67 per cent in 
the U& 

The latter scores equally 
hi ghly among other risk con- 
cerns, such as mainframes 
and IT systems failing, while 
Europe trailed far behind. In 
particular, only a quarter of 
European companies 
believed there was a risk of 
their trading partners suc- 
cumbing to the bag against 
65 per gent- in the US. 

As a result, there have 
been a number of moves by 
companies to address these 
concerns. Some 38 per cent 
of US companies said they 
had undertaken some degree 
of stockpiling of essential 
resources, as did a fifth ctf 
those in Europe. 

More than two-thirds of 
US groups had made plans 
to use alternative trading, 
partners, in the result of a 
breakdown at their regular 
su ppliers. In Europe, the fig- 
ure was just 28 per cent, 
y ftfawig h it rose to 5Q per 

-cent in the UK. 

Finally, the UK also scored 
wen in making plans for IT 
recovery services, with half 
of the companies responding 

positively in the survey. 
This dropped to 31 per cent 
in foe rest of Europe and 41 
per cent In the US. 

One of the most worrying 
statistics to emerge from the 
Gap Gemini report relates to 
systems testing strategies. 


Forty per cent of companies 
said they had no plans to 
institute end-to-end testing 

of their organisations' 
systems. 

This rose to half of those 
which had no intention of 
testing their systems in rela- 
tion to their trading part- 
ners. 

"The result is that 40 per 
cent of year 2000 end-to-end 
testing wiD be live," says Mr 
Unwin. “There is no way 
that the world will be fully 

prepared for the Tnrn»rmium 
bug, so it Is vital for govern- 
ments, organisations and 
companies to prioritise." 

Evidence of the concern in 
the UK came recently when 
the government Bl ashed 
training costs for small and 
medium-sized businesses. 

The two-day “bug busting" 
courses lad cost businesses 
about £400 and met with a 
muted response. Out of an 
end-1999 target of 20,000 
trained staff, only 400 had 
either gone through the 
cou rse or applied in its first 
six months. 

Mr Unwin intends to 
spend. New Year's Eve, 1999, 
quietly at home in Norfolk. 
However, he ' wfil undertake 
to do_ what all other Cap 
Gemini staff must do r be fit 
to drive-first thing on Janu- 
ary L 2000. 

“1 have a feeling our ser- 
vices will be needed.” he 
*pra- 
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RICHARD DONKIN 


search of happiness 


Companies seeking to make the most of their workers can learn 
a lot from John Lewis’s employee power-sharing arrangement 

Supposing the chairman of 


your company gathered his 
top team around hhn and 
questioned w hathoy 
roanage ment suoeasa could 

be fated beyond the usual 
financi al measures. 
Supposing he asked them to 
focus on employee 
happiness. How would your 
tnawwemeaotxeact? 

According to Sir Stuart 
Hampson, chairman of the 
John Lewis Partnership, the 
department store and 
supermarket group, his 
Callow directors warmed to 
the idea and their weekly 
meeting to discuss their 
progress became known as 
the “happy hour”. 

The company remains 
closely aligned to the 
aspirations of Spedan Lewis, 
the son of its founder, who 
outlined its corporate atm. 
in what today would be 
called a mission statement 
“The partnership’s supreme 
purpose,” he wrote, “is to 
secure the fairest posable 
sharing by all its members 
of the advantages of 
ownership — gafn a 
knowledge and power; that 
is to say, their happiness in 
the broadest sense of the 


word so far as happiness 
depends upon ^friftil 

occupation." 

“How many mission 
statements use the word 
‘happiness?” asked Sir 
Stewart last week at a 
London conference cm 
leadership run jointly by the 
Centre for Leadership 
Studies at Exeter University. 
John Potter International 
and Core Events. 

“We are in this role far the 
long term and Em absolutely 
convinced that the only way 
to sustain success is to have 
a company with a happy 
workforce. Do they come in 
just for their pay or do they 
come to work because they 
identify with the business?” 
he said. 

Spedan Lewis began his 
experiment in employee 
power-sharing during the 
early part of this century. 
After setting up a staff 
council, a committee for 
communication and a staff 
journal, he began sharing 
profits with employees. 
Thirty years later he made 
the ultimate gesture of 
anyone privileged enough to 
have run and owned a 
business, transferring his 


rights of ownership to 
trustees. 

Thus employees, who call 
themselves partners, enjoy a 
relationship with their 
mflnagpmpnt that ts difficult 
to match In other 
companies. 

How many companies run 
a staff magazine allowing 
employees to comment 
anonymously on 
management derisions 
within the bounds of the 
libel laws? Just occasionally 
there is a need to edit out 
confidential commercial 
information. This is because 
the company opens its books 
to scrutiny by any of its 
36,000 employees. 

Then there are the staff 
benefits. The company has 
throe golf courses and five 
ocean-going yachts. 
Membership of the company 
sailing club costs £1 a year 
and a day's sailing at the 
weekend costs £13. 

It has holiday 

accommodation in the Lake 
District, on Browns ea Island, 
and a camp site on its 
3.000-acre Hampshire estate, 
which also includes a stretch 
of the River Test, one of 
England's finest chalk 


streams for those employees 
who enjoy fishing. 
Employees can buy 
half-price tickets for the 
theatre through the 
company and this year the 
partnership has leased two 
out-of-season weeks on 
Lundy Island from the 
Landmark Trust for staff 
holidays. The subsidised 
prices range from £12 to £66 
per person for the week. 

There are 20 
company-based special 
interest clubs, covering such 
pastimes as skiing, riding, 
pottery, gliding, drama, 
photography and gardening. 
Not only that, if you make it 
through five years with the 
company, your job is as 
about secure as any Job can 
be. 

So whafs the catch? There 


Spedan Lewis 
died embittered 
that his ideas did 
not catch on. 
Perhaps they 
were ahead of 
their time 


is no catch. This is not a 
trendy company. It does not 
believe in management by 
committee. There is a 
hierarchy and some are paid 
much better than others. 
Profit bonuses are shared 
out on the same percentage 
of basic salary. 

John Lewis is not the only 


employee-owned business in 
the UK. A similar trust was 
set up at Baxi-Bcfiers in 
Preston when Philip 
Baxendale passed over his 
shareholding. Tullis Russell, 
the Scottish paper milling 
company, also has many 
si m i l ar features of employee 
involvement. Shares in 
Tullis Russel] were bought 
from family owners in a 
complex purchase scheme 
designed to transfer 
ownership to employees. 

It is not just the ownership 
structure of these companies 
that is different. Their whole 
culture is different, 
reflecting a tacit 

understanding by 

management that the 
employees are integral to the 
business. 

Spedan Lewisjdled 
somewhat embittered that 
his ideas did not catch, on 
across industry. Perhaps 
they were ahead of their 
time. Tax breaks are 
available in the US for those 
wishing to transfer their 
shareholdmgs to employees. 

But the movement needs 
some-greater Incentive or 
encouragement if genuine 
employee ownership is to 
become more widespread. 
Surely a system that shares 
profits among everyone who 
worked to create them is a 
more acceptable face of 
capitalism than that which 
is engineered by remote 
owners whose only concern 
is with a management's 
ability to squeeze out 
maximum profits year after 
year before they sell their 
shares to the highest bidder. 

richarrLclonkmiqJtcom 


Salaries, bonuses and car dtowances in Ctfy of London finance 
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Problems in Asia 
and Russia set 
to hit bank 
bonuses 

Monks Partnership, which 
has just published its latest 
quarterly guide to salaries in 
frrtematfonaf banks and 
finance houses in the City of 
London (see table), is 
expecting a big drop in the 
level of managerial bonuses 
as a result of the economic 
problems in Asia and 
Russia. The large US 
investment banks, plus 
some of the more traditional 
merchant banks, have begun 
to cut staff and most are 
budgeting for salary rises 
between 3.5 per cent and 4 
per cent in 1999, compared 
with an average of 5.7 per 


cent fen 1897-98. Some 
investment banks, rt says, 
will not award pay rises next 
year. The guide which 
covers 425 jobs in 18 . 
functional areas, draws on 
information from 170 
employers. 

Monks Partnership, tel +44 
1799 542222 

Counselling 

Few would regard stress 
counseling as a perk but ft 
is listed in Hay Management 
Consultants’ latest study of 
employee benefits. More 
than half the 235 companies 
surveyed provide stress 
counselling, up from less 
than one-fifth eight years 
ago. The rnanber providing 
outplacement services had 
almost doubled to 75 per 
cent Sabbaticals, car 
allowances, paternity leave 


and childcare had Increased. 
On the decline are 
subsidised telephone bills, 
luncheon vouchers, share 
option schemes and 
profit-sharing schemes. 
Undsay Binnie, tel + 44 171 
881 7200 

Poor response 

Boardroom reforms 
recommended by the 
Cadbury Committee have 
been largely ignored in 
mainland Europe, according 
to a study by Kom/Ferry 
InterrvationaL 
The report, based on 
responses from 450 chief 
executives and directors, 
said few continental 
European companies plan to 
set up committees to select 
non-executive directors. 
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!► SENIOR MANAGER, UK 


Taking online 

brokerage 
services 
to the UK ± 
market — 


^ DUdirect, a subsidiary of Donaldson, Lufkin & Jewetts, 

is acclaimed as a pioneer of online brokerage sendees 
for US individual investors. Following a decade of 
phenomenal growth during which time we have executed 
more than $42 billion in online transactions, wo now have over 
500,900 retail accounts and $7 billion in customer assets. 

dw, our intention Is to repeat this success In the UK. Leveraging 
DU'S existing operations In London, are seek an accomplished 
executive to develop our online brokerage service in the UK - someone 
relish the challenge of shaping the internet-driven lute re of 
trial services for DLldlrect UK. 
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Jecthre will be to implement and grow the DUdirect online brokerage 
service in the UK to capture a substantial share of the market. A strategist and a 
ger, your brief mil encompass marketing and PR campaigns, 
r services operation, building local rotations tups and co-ordinating 
gal/tagulatory and operational issues. 

cfc record hi the retan financial services industry that demonstrates 
roduct management experience. In addition, you must possess 
excellent project and team management experience along with excellent verbal and mitten 
communication dulls. Financial services licensing qualifications and familiarity wftii the Internet 
and e-commerce are preferred. 

The selected candidate will have the rare opportunity to spearhead a start-up operation with plenty of 
scope for career progression and diversification Into European markets. Please apply with full CV and 
current salary details to AiA, 5 SI John's Lane, London EC1M 4BH quoting reference 2258. Closing date for 
applications is 19h December 1998. 
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Derivatives 

Lawyer 


Houston , Texas based 


Business Orientated Role in Global Energy Leader 

Enron Capital & Trade Resources is a key cSvision of Enron Carp. Voted most 
company in the United States for the last three yeafsfiy Fortune magazine. Enron Corp, is one 
of the woridls largest and fastest growing enagy companies, with 1 9g7 revenues of $20 bfton 
and worldwide assets of $24 bffon. As a pivotal sector of the Gnxpb global operations, we 
are pursring a progressive and octramely successful merchant business strategy throughout 
the world- We now wish to appoint a senior derivatives lawyer to join our powerful legal team 
headquartered in Houston, Texas. 

Derivatives play a critical part in many aspects of our business. You wfll naturally focus on 
energy derivatives, as wel as dealing with other products inctoding Interest rats, currency, 
equity, credit and weather derivatives. Ybu will also participate in a variety of highly structured 
innovative financing transactions that are central to oir strategy. Our counterparties include 
leading trading houses, banks and corporations. Nor exposure to energy derivatives, 
whilst helpful, is certainty not a prerequisite. 

Ybu wifl have ganad between 4-8 years' post quaKcaton experience in a leading financial 
institution. City law firm or company. Ybu wi also be proactive, imaginative and able to thrive 
in an increcfitiy entrepreneurial environment 

We befieve oir position - in one of the world's tearing energy ce ntres - represent s a truly 
unusual and exciting alternative to the con v entional career path In a law firm or inves tt nent 
bank - where the quaity of work and financial rewards are outstanding and the atmosphere, 
critue and ftestyte refreshrigty dW e ran t 


For tow rt on maaon , n ccnytete 
cotfctanca pfeme cditact Greg 
Abr aha m qr Stephen Lmy on 
0171-406 6062 (0171-135 4663 
mmuGdmdanddaiwmioVnm 
at QD ki-HpiM Legal 
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QD In-House Legal 

37-41 Bedford Row 
London 
WC1R4JH 

TWs 0171 4060062 - 
Confidential toe 01 71 831 6384 
Web: www.qdgRXp.ODm 
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PROJECT 

FINANCE 

EXECUTIVES 

City 

COMPETITIVE REMUNERATION 

PACKAGE 



HALIFAX 



m 


Equal opportnrife far si- our poky k 

as staple as that 


One of the UK’s leading banks, Hafifax is a leading player in project 
finance and now outstanding indrvRkiajs are required to complement 
our City based team. 

A talented graduate with at least 2 years' experience gamed in a 
dynamic consultancy, accountancy or financial institution, you must 
possess an rnpressiue academic background and the motivation to 
succeed in the most demanding of challenges. As a member of the 
team responsible fa- the structuring, arrangement and underwritmg of 
complex transactions, you must have the analytical and communication 
skrBs needed to succeed in one of the foHowvig areas: 

Structuring & Appraisal 

CommerciaRy aware and femfiiar with spreadsheet mode Bing and 
infrastructure funring mandates, you wifi: 

• develop and assess complex financial models; 

• commission and review reports from specialist advisers; 

• review project documentation and coorrinate due rifigence; 

• influence business planning, financial analysis, project appraisal 
and risk assessment 

Arrangement & Management 

With experience gained within the Agency or Syndication 
department of a leading Project France Bate, you wti: 

• negotiate credit faefity doarnentation, monitor exposures and 
compliance, and approve expenditure and loan drawings; 

■ be involved in the synrication and administration of our project 
finance loan portfo&o; 

• build relationships with borrowers, other lenders and oir loan 
administration team. 

• marrtain records and prepare credit reviews; 

In return fix' yow ability to work with a high level of autonomy 
within an active team environment, we offer exedent personal and 
career development prospects together with a highly competitive 
salary and benefSs package. 

To apply please write with your CV and detaSs of your 
current remuneration package to: Christina ODonovan-Rossa, 

Ha Itfax Group Tteaswy, 33 Old Broad Street; London EC2N 1HZ. 
Alternatively E-mail: chrfstlnao’donovanrossa@tiafifax.co .uk. 
Closing date: 2nd December 1998, 



Accountancy Appointments every Thursday in the FT. 

Includes Tax Specialists, Analysts and Finance Directors. 

For more information on advertising opportunities please call: 

Tel: +44 171 873 3351 Fax; +44 171 873 4331 


Attractive 

package 


London Investment Banking Association 


City 
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Director General 


UBA serves as an Important focal point for the continued devefopmtnt of London as the key financial centre cn 
Europe, It is a weU-supported association which acts as the voice for the investment banking community in 

influencing onrtfca/ bodies such as the Treasury, the Financial Services Authority, the Bank of England and the 

EU. The Director General has oventt responsibility, under the strategic direction of the Chairman and the 

Chairman'S Committee, for UBA^s policy, staff and the organisation's relations with its members and with the 
regulatory community. Kit Farrow, the current Director General, is retiring and the Chairman's Committee 

seeks to appoint his successor. 


THE ROLE 

m Represent the coHcctive view of UBA to the various 
governing bodies and influence key policy decisions 
whilst acting as an essential advisor to the 
Chairman's Committee. 

■ Foster relationships with senior management and 
technical experts in the member firms ensuring a 
detailed understanding of the Issues facing their 
business. 

■ Oversee a team of four specialist^ critical to the 
credibility and success of UBA. across finance, 
compliance, taxation and the law; 


THE QUALIFICATIONS 

* M ature and credible spokesperson with a proven 
suenssful career with an investment bank or other 
institution or regulatory body interfaced with the 
investment banking industry in London. 

■ Broad-based understanding of the operating 
landscape and critical business issues fadng 
investment banks in Europe and established 
relationships with the industry and its regulators. 

■ Gravftas and diplomatic skills to influence senior 

' . figures in the industry, government and world of 

regulation. 


Leeds 0113 230 7774 
London 0171 298 3333 
Manchester 0161 499 6700 




Selector Europe 

spencer Stuart 


Pfease reply wfth fufl details tax 
Selector Europe, Ref. E 15/28760-7 ms, 
IfiCotmupMHacfe 
London W22ED 


SALES TRADER 

LONDON BASED 

FOR ITALIAN EQUITIES TO UK & INTERNATIONAL CLIENTS 

Preferred candidates will possess . 2-3 years experience 
sales trading to UK and/or NON-UK clients. This is an 
opportunity to join a well established team of Italian equity 
specialists and help development of the London branch. 
Apart from experience we are looking for highly motivated 
and entrepreneurial candidates. Remuneration Is 
commensurate with experience and skills. 

Basic salary + Bonus, 


PO Box A6265. Financial Times. 

One Southwark Bridge. London SE1 9HL 
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Fair Forsikring (Fair Insurance) is a Danish non-life insurance subsidiary of Fair financial 
Ireland. The company has significant growth plans for Northern Europe. We are looking for 
an experienced Chief Insurance Officer with focus on underwriting, enabling the company 
to exploit the significant opportunities which exist in the market place in Northern Europe. 


Fund Manager - Far East Equities 


Marketing Manager 


Fair Forsikring is a joint venture between a major Scandinavian insurer and an American 
investment company. The company is well funded for its growth plans and currently 
employs approximately 50 staff. The company is managed by a young un traditional team 
with a new approach to personal lines insurance. 


Smaller T jncanbouifrbaacd fund 
management otgansabon is 
iecnriring a manager m be 
responsible for die Far East 
portfolio- The successful candidate 
wffl become pan of a smaH 
investment team, investing 
flfl cq prf m g Q) vahifi investment 
principles. 


Knowledge of one or more 
la nguages in die Asian area 
would be an advantage, but so 
condition. 


DUBAI 


call Tom Olsen + 352 43 38 72 27. 


The applicant will have at least 10 years experience of personal lines with an emphasis on 
private motor. Strategic and tactical pricing will be the most important skills, but general 
and man management stalls are also essential. 


We imagine you have: 

1 3-4 years experience in die 


AppEarions, enrioring % cur- 
ricnhim raae, should be fsxed 
to + 352 43 93 51 or mailed to: 


The position is based in Denmark and will form part of the senior management team. The 
company's wider business plan includes other European countries, and you wall ultimately 
be responsible for overall underwriting. 


f experience in analysis of 
company fundamentals 
f strong analytical abilities 


The Personnel Manager 
Unibank SA. 

P.O. Box 562 
L-2015 Luxembourg 


Tor more information please contact CEO Morten Steen Jorgensen at 445 13694520 or at 
msj&fairJk. Application including Curriculum Vitae to be sent by mail to Fair Forsikring 
Fredericiagade 26, DK-1310 Copenhagen, Denmark, Attn : Morten Steen Jargensen. 


Unibank 

Private Banking 


A leading Barrie s looking to recruit a Marketing Manager To 
work m a specialised area of commodity finance based m Dubai. 
An attractive local package is avaHatsle to the successful candidate. 

This senior position involves the marketing of specialised 
commodity based products within the GCC states. In order to 
Qualify for this position, you will need to have a solid banking 
background of at least 10 years; marketing experience - 
preferably with capital market products; and educational 
qualificati ons of degree level and beyond. 

Ideally you will be fluent in Arabic although this is not 
a precondition of tite position. 

To apply send your Of to Box No A6264, The Financial Times, 

1 Southwark Bridge, London SQ 9W, UK. 
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Manager/Vice President 
Project Finance 






■ The company, a world leader in its sector, was established 
through the creation of a global partnership between one of the 
UK's leading utilities and one of America's premier engineering, 
construction and project management companies. Together they 
can call upon 100 years’ expertise on some of the world's most 
challenging infrastructure projects. 


International 
Project 
Finance & 
Development 


■ As Financial Analyst, you will be a key member of the team, 
working with bid managers, development managers and the 
regional VPs, analysing project viability and risk. Primary tasks 
include the construction of financial models and research of 
economic tbun, tax and accounting standards. 


The Company 

A medium sized private oil gas engineering 
and resource company with revenues of 
5300 million per year focussed on upstream 
and downstream project development in 
emerging markets. 

The position 

Responsibility for project development, 
project documentation, determining 
optimal financing and procuring financing 
with financial institutions. 

The Candidate 


Handler(in) Zinsprodukte 


W ir sind cine lOOprozentige Tbchter 
der Noiridemsche I jndrshank Gin> 


▼ V der Nonidemsche I .anrieshank Gin> 
zentrale Hannover, die die Haosbank der 
j f JtiiHpr Niedersachsen, S ylxwi-Anlwl t 
and Meddenbtng-yxpomnieni und die 
Zentralbank del niedenScfaascbea, sach- 

gen- anhalrinkfhen imri mecklepfao ig-VOr- 

pammeacheaSparfcassea isL Am Luxem- 
brager Ranhenplaiz zShien wir zu den 20 
grBBten Kredirinsamtcn. 


cmH Voraussetzung ftir tin selbstandigcs 
und gewionorientieites Handeln. Kcnot- 
Disse der Finarranarheroatik sind hilf- 
reich bei der BewSltigung des Auf- 
gabengebietes. Die Behenschuog der 
dfflir sdien sawie der engliscben Sprache 
wir voraus; franztisische Sprach- 
kenstnisse wSren von Vbrteil. 


nteressierte Damen und Herren bitten 


London 


■ A graduate with a relevant degree, you should have a good 
understanding of accounting, experience of constructing and 
operating complex financial models, a strong personality and 
excellent communication skills. The role involves some 
international travel; therefore a second European language would 
be an advantage. 


£ 35 - 40,000 

Bonus, 

Benefits 


A highly motivated, entrepreneurial 
graduate with several years project finance 
experience gained with a major player. 
Proven track record for closing structured 
finance and project finance transactions. 

Remuneration 


Z ur persons lien VarstSricung unseres 
jtmgen dynamischen Teams suchen 


wir zuro nSchstrodgticbeo Tennin 
eine(n) erfahrene(n) H5ndler(ra) fflrden 
Zmsbereicfa. 


lwir. die volIstSndigen Bewerbungs- 
unterlagen mil Gehaltswunsch usd 
firtihestem Eintriustennin an unsere 
Pexsoualahteilung zu senden: 


■ Please send your CV, quoting current remuneration and ref. 
7008 to: Keith Tracy , Theaker Monro <& Newman, , Wrens Court, 
46 South Parade, Sutton Coldfield, West Midlands, B72 1QY (tel 
0121 355 8868). AU replies will be handled in strict confidence. 


THEAKER 

■MONROE 

NEWMAN 


Attractive package with incentive bonus 
scheme. Equ i ty participation in the 
company would be considered for senior 
executives. 


y jnsafe) neoefrj Micarbenertin) sollte 
wfiber fundSene mehriihrige Erfab- 


GIRMINGHAM 


CHESTER • LEEDS • LONDON 
S 107 OFFICES WORLDWIDE 


MANCHESTER 


Please send detailed CV which will be 
treated confidentially to; 

Anne Enright 
205, Holland Park Ave 
London Wll 4XB, England 
Fax: 0171 371 4312 

email: annee@petrofac.co.uk 


L-J fiber fuuddene mehijihrige Erfoh- 
rungen im Handel mh derivaien und klas- 
sischen Ztosprodnkten rm Laufeeit- 
berekh von bis zn 2 Jahren vetfGgen. 
Veistimdnis fOr volkswirtschafllicbc 
Rahmendaten und analytiscfaes Deoken 


PGSTRVCH 121 
L-201 1 Luxembourg 
Tel. (00352) 45 22 11 -28 1 


NORD/L8 

NORDDEUTSCHE LANDESBANK 
LUXEMBOURG S.A 
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Finance Manager 


4b UBS Capital 




.-•W 

A. 

Sic 4 .', 


Turkey: north Africa and middle east region 


Istanbul 


With sales in over 190 countries, territories across five conti nen t s and with annual attributed revenues of over US$11 
bHfiorit Seagram rs a leading company in spirits, wine and entertainment. Its impres si ve portfolio of premium spirits and 
wine brands indude such prestigious names as CMvas Regal, Crown Royal, Captain Morgan and MartelL 

A ixufy dotal or$uutatkxi. Seagram is new seeking to recruit a high profile individual to join die i n te rna tional management team for fa 
growing spirits and wine business in die Turkey, North Africa and MkMe Fast Region who will have the. following 


UBS is involved in a wide range of investment banking, wholesale finance and asset management 
activities throughout the world. UBS Capital, the Private Equity division of UBS. provides capital to 
growing companies through teams located across the UK and Continental Europe. It has enjoyed 
considerable success and is rapidly gaining recognition as a market leader in European private 
equity. 




• A degree m Business Admlnisu arion* perhaps to MBA level and an inte rna tionally recognised accounting qualification. 

• Between five and eight years 1 commercial experience In an i n te rnati onal aw onrnem. some of which should Ideally have been 


Finance Director - Private Equity 


London 


£ Six Figure Package 


spenc overseas. 






Strong interpersonal sldUs, demonstrating successful people and relationship management across Afferent cultures. 
Excellent communication skiSs and knowledge of a second language, such as French or Arabic, is desirable. 


Experience in Identifying, analysing and developing plans and investment opportunities at International level 


: W 


Reporting to die Regional General Manager and based in Istanbul, you win prepare and monitor aB financial aspects of Seagram business 
interests in a region which extends from Morocco to Bangladesh. >bu wffl add value to the company by establishing a strong and effec ti ve 
finance infrastructure across the region, developing appropriate systems which will ensure best practice management. You wlH provide 
financial control for the region - from preparing forecasts, budgets and strategic plans to monitoring aqradSture, identifying risks and 
exploring ways to Improve financial performance. You will efroc prepare and present finance and accounting data which will satisfy local 
statutory requirements and comply with Seagpam c orpo ra te policy. 

You wffl travel within the region and to the London Head Office as required, applying your pragnatic approach to business issues as they 
arise. You will have an excellent trade record in finance, and wfif demonstrate your abdtty to flourish In the dynamic hands-on envir onm ent 
of the company. In return. Seagram can offer you excellent area- development prospects in a multinational and multicultural environment 
and a commensurate oqncrlate package. 

Knee nested candidates should write in confidence to Sandy Smrbrick or Sarah Nicofi t quoting reference codeTRR354,«t 
Nicholson International (Search and Se l e ct ion Consultants), 24 Bruton Street, London WIX 7DA, or alternatively 
f» ynur details to + 44 171 317 0717 or e-mail to nhuriceytgturfonec. The dosing date Cor applications Is 27th 
November 1998. 


The growth of the business has generated a requirement for an exceptional Finance Director to join 
a highly focused and experienced team of investment professionals. This is a key appointment 
where the emphasis will be on contributing significantly to the growth and value of the busines, 
through the provision of strong financial management SpeoficaJfy the successful applicant wifi be 
responsible for the financial and management reporting process, as well as financial planning and 
budgeting. In addition, the appointee will liaise extensively with other parts of UBS regarding the 
taxation, legal and regulatory issues which arise in a business of this complexity. Other key 
responsfeilrties wiD be the adminstratKon of the private equity compensation scheme, along with 
the evaluation of investment performance and risk with regard to both specific investments and 
regional portfolios. 


The ideal candidate wBI be a commercially orientated ACA/MBA with experience of operating at 
the highest management levels in a challenging environment Applicants must demonstrate 
experience of the following: 


a senior financial management role within a private equity environment, or alternatively within 
a significant hedge fund; or 


a senior fmandal rote within a highly acquisitive commercial group, where involvement in 
corporate development activities has been extensive. 




Nicholson 

International 


AH applicants must be capable of demonstrating a record of outstanding achievement to date This 
ts an exceptional visible and high profile appointment, where prior knowledge of private equity or 
fund management businesses will be distinctly advantageous. 


31 Orncr> 
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The remuneration package will reflect the seniority of the position and will indude a highly 
attractive basic salary, significant bonus potential, normal executive benefits and the opportunity to 
develop a stimulating career within a highly successful and expanrfing business 


Ml 


Our diene Is a major regionally based commercial bank with an extensive domestic branch 
network and a comprehensive product range servicing a wide base of bath corporate and 
reafl customers, lo reinforce further its position as a leading institution in an Increasingly 
competitive market place, the bank seeks urgently to appoint a senior h(gh cafibre faance 
professional to build and develop its management accounting function using state of the art 
technology and reporting coob. 


Applicants should forward a CV in stria confidence to Guy Townsend or Brian HamiR at Waicer 
Hamill Executive Selection., quoting reference GT 5203. All direct responses wiH be forwarded to: 


Walter HamBl Executive Selection, 103-105 Jennyn Street St James's, London, SW1Y 6EE 
Tel: 0171 839 4444 Fax: 0171 839 5857 Email: 0awmend9w^ke^nmxo.uk 


The Role 

♦ Responsible to the Chief Rnandal Officer for die provision of top quafity management and 
financial Information on products, customers and business units. 

♦ Critically appraise current r eporting methodologies and efficiently m anag e forecasting^ 
buggering and statutory reporting processes. 

♦ Actively contribute to the development of new costing end reporting systems to cr eate a 
world class model to trace produce co s ti n g and customer profltabffiqc 

♦ Support and bring added value to the strategic planning and decision making p r oc es s of the 
bank by developing reports to analyse functional and business fine viability. 


FINANCE DIRECTOR 

Telecoms 


The Candidate 

♦ QmJified accountant with a mrnimtflVft of 10 years experience gained wfchfri a major 
international banking institution. 

+ In-depth undersanding of current man agement information reporting systems and 
associated technology. 

♦ A proven manager with an assertive but diplomatic manner able to thrive n a chalengiqg 
and demanding team environment. 

♦ Highly developed computer stalls. 


r Help lead the European activities of this focused Operator 1 

c£70K + Bonus + Benefits . . 

London 

Our Client is the UK subsidiary of a mqor US Operator. With global revenues of US$2bn in 1997 the Eurooean 
Division of tins business is at an embryonic stage. The UK is the potential springboard for other Euiooean 
operations and. as one of a small group of executives, it will be your role to help lead this business as well as take 

TBSOCfnsM^fpri^ financial affaire 


Thm Bote; The Person: 

As part of the UK management team you will continue A qualified accountant with senior financial mAnanorru»nT 

ifafi dpqri Q P B l NI I t nf fho anra mri afto fi t m nrigl !■ ■ ■ ■ ■ l : VL__ ■nywnr’ni 


and reporting structure of the bu sine ss. 

You will play a key part in leading the busine® with the 
UK MD and contribute to the commercial soundness of 
the decisions made mpuesuit of the UK objectives. 


experience in the telecoms sector, you will have a good 
xmdeistandmg of operational and customer manajmp^ont 
issues. A c ommu nicator and leader you will relish the 
opportunity to lead ana Influence, as well as be wining 
to develop your career. J 


This Isa viol raw rale which offers the opportunity for a creative and dedrive individual whh 
commercial flair to raise the profile of the bank's finance function and provide added value 
throughout die organisation. The fully comprehensive expatriate remuneration package wrD 
reflect the fr nportanc e of the ypofritment. 


r 1 

This is an outstanding opportunity for a highly capable and ambitious manager with aieenness to contribute to 
i the ongoing creation of a business. 


Devonshire executive 

ft WHB OHHfWlBWflWy HjC ■■ ■ ■ ■ ■■ ^ 


Tb apply send your CV quoting re£ SF/TFD and your current 
l • Meicuri Urrml, Spencer House, 29 Grove Bill Road, Ha 
\ M: 0181 863 8466 Fax: 0181 861 1978 Email: sflnley@nu 


■alary to: Stephen Finley, 
rrotr, Middx HA1 3BN. ’ 
tcuri- urvaLco.uk V 


Mercuri urval 
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Assistant Compliance Officer 

boft Europe and Asu^ 1 ** 0 * ^ ** ^ tff °P e ’ s h»(Bng venture capttad company, with a network of 29 offices In 

City £ Attractive 


'I: > 


Loan Product 
Credit Research 


City 


An exerting opportunity has arisen within the 
compliance department of this dynamic 
organisation. As part of an executive team of three, 
comprising two Assistant Compliance Officers and 
tne Director of Group Compliance, the successful 
candidate will enjoy working with a variety of 
different businesses, including quoted and 
unquoted fund management, corporate finance 
and venture capital. 

This high profile position wifi involve liaising with all 
levels of personnel within the business units and 
departments throughout the group. The individual 
wrU also be involved with international compliance 
matters and he/she wHI be expected to adopt a 
proactive and commercial approach to their work. 


£ Attractive 

Applicants must be high calibre professionals 
with a strong academic background. They will 
be graduates with either three or more years in 
compliance, preferably within an SFA or IMRO 
regulated firm, or be a solicitor with two years 
pqe within a commercial environment. Strong 
communication and relationship building skids, 
a confident manner and sound business sense 
are imperative. 

interested applicants should contact 
Samantha Harrison at Michael Page City. 

50 Cannon Street, London EC4N 6LU quoting 
reference 467426. Alternatively, telephone her 
on 0171 269 1882 for an Initial discussion, 
email: samanthahairiscm@mlchaelpage.com 
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A leading London based investment bank 
is seeking to recruit a graduate, preferably 
an MBA. to join this specialised team at a 
senior level. 

The role will require direction of the 
Bank's secondary loan research and 
client contact with both issuers and 
investors. Candidates must possess 
the following: 

♦ A minimum of four years relevant 
experience with a global player. 

♦ Extensive knowledge of loan products. 

♦ Well developed analytical skills. 

♦ A proven track record in ciient 
development. 


£ Excellent 

♦ Well developed marketing and 
presentation skills. 

♦ Experience of loon structuring ana 
documentation. 

♦ Particular experience of non investment 
and investment grade global credits. 

♦ Proven ability to work as part of a team 

♦ Well developed IT skills. 

Interested applicants should forward 
their curriculum vilac in the strictest 
confidence to Tim Pallett or Hugh Nightingale 
quoting reference 46S71S at Michael Page 
City. 50 Cannon Street. London EC4N 6JJ 
Tel 0171 269 1906. fax 0171 329 2974 
or e-mail: timpallet^michaelp^c.com 


‘wiKl 

£;2-5#'y^;;:V 


l 

Michael Page 

CITY 

wmLsak±Mpag^m^ 

London • New York * Paris • Amsterdam • Fiankfun * Milan * Madrid • Hong Kong * Singapore 1 • Sydney 
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Michael Page 


CITY 

Aiwi.prttto;:pj£r cuoi 

London * Nrw Yorit • Paris - Armtrrc&im • FnnUun • Milan * Madrid • Hong Kang • Singaptirr - S\ ilno 
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I. G. International Management Limited 


EQUITY INVESTMENT ANALYST 


Acquisition Finance 

Excellent opportunity within expanding Debt Advisory Group 


LG. International Management Limited, an 1FSC 
company, is a wholly owned subsidiary of 
Investors Group Inc., Canada's largest mutual 
fund company with 25 billion US DoHars under 
management From its office in Dublin, I.G. 
Internationa] manages global equity investments 
of .2J5 billion US Dollars. 

We are seeing two Equity investment Analysts 
to work with our team of Portfolio Managers. The 
position entails analysis of Global industries and 
companies, analyst and company meetings and 
preparation of reports. 

The ideal candidate will have 2 to 4 years 
expepenqejn. the.equity investment industry as 
an analyst, a university degree, a high level of 


written and oral communication skills and be 
enrolled in or have completed the CFA or DMR 
examination program. A competitive salary and 
benefits package will be offered. 

Interested candidates are invited to submit their 
resumes to our Dublin office. Applications should 
be torwanded to arrive by December 4, 1998 and 
should be marked to the attention of 
Jane D7\rcy, 

I.G. International Management Limited, 
-Canada House, . =:- 

65 St Stephen's Green, 

Dublin^. 

A B^ruted .number of interviews wilt be 
conducted in London and Dublin in early 
December. 


London 

Our client Is the Corporate Finance Department of a 
leading Investment bank with an enviable reputation tor 
profitability, stability and quality of servree within its key 
business sectors. 

As a result of the increased demand for the Department's 
services, an excellent opportunity eiists to join the debt 
advisory gyoup in London. This group works closely v.ith the 
other corporate finance teams, offers diems independent 
advice on a range of debt structures but does not lend or 
underwrite for its own account. 

The Role 

♦ involvement at an early stage In identifying, structunng 
and negotiating a variety of acquisition, refinancing and 
restructuring opportunities, including Leveraged 
transactions. 

♦ Providing transaction and marketing support to senior 
members of the team with an emphasis on cash flow 
modelling, documentation, writing and negotiating term 
sheets aid writing Information memoranda. 

♦ Researching the debt market through investigation of 
Other transactions, including pricing and syndicate 
members. 


Attractive Package 


♦ Evaluating business proposals and dose fiaison *ith 
other advisers. 

Candidates lor the rale will ideally possess- 

♦ Minimum of two years relevant experience It am a 
recognised financial institution with a background in 
acquisition or structured finance 

♦ Exposure to structuring and negotiation of leveraged 
deals and a knowledge of the high yidd bond market 

♦ Excellent cash flow modelling, documentation and 
sensitivity analysis skids 

♦ Strong academic background, which may include ACA 
or MBA qualifications, together with written and 
communication skills. 

This position represents an excellent opportunity to joi n on 
expanding and successful team and the salary package w«n 
reflect the experience of the successful applicant 

Candidates Interested In the r^snion should contact Mark 
Pettman on 0171 269 1868 or write to him enclosing a 
full uptodrite CV at Michael Page City. 50 Cannon Street. 
London EC4N 6JJ. fax 0171 329 2966. quote ref 4-U05S. 
e-mail: marhpettrnan@michaetaiage.com 
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CITY 

London • New York • Paris * Amsterdam • Frankfurt * Milan * Madrid * Hong Kong * Singapore * Sydney 


j Preofc tanm nedd. fa dfemfcs ea an «d Me teCs pkae klqtnc 
Kiri L*jiHb. on +« «71 S73 MM 





' . Specialist 

Southern Europe 

As a member of our Europom fegd loam, this 
wiH be responsible for negoliaflng, doling end 
sofhweficence oonfrads in France and baly/Ihe 
Spericfisl vaH act asliaison wth sdfos pcoMHandband 
and wiM be responsible for ensuring cor d ro c toom p fonce 
within corporate guidelines. This position xs booed in Paris. 

The ideal cmJWate wiD hove ^ years' of experience 
c^drefeng control pirferab lY in flie techncJ^ 
goodwill have a legrf bactoowid. hfis/her mpmer tongue 
' c French or Hafian and he/she is Buertf in baft os wcllas Engfish. 

- * ydors^OKt^jSon, rfiics end abifty to wort in synergy 

*. . /wfthj}ii^»les6Mre«lhekeysforsuc»ess8nJhtsnoie. * 

"... .. ' • 

* Fbease send vour apptmiion in Engfoh ^ 

* , • . - ' -V,VifhCV CM salary re ^ 

% * ■ ' Sisabedi U Meao-Courros / ■ • * 

. .. 5leHhig CfofwnercflL'fi^FranMin - | 
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Venture Capital 

London Based Investment Executives 




institutional 

Fixed Income/Convertible Sales 

The CFC Securities Group is a dynamic and successful financial 
company. Established in Lausanne, Switzerland in 1992, the 
organisation expanded rapidly and now has additional offices 
in New York and Bong Kong. Owing to increasing global 
institutional demand for our services we are currently looking 
to employ highly experienced, professional bond sales 
individuals with a proven record of success and established 

clientele. 

h, addition to a wide general knowledge of Capital Markets 
successful candidates should be able to demonstrate specialist 
skills in one or mow of the following areas: convertible bonds, 
specific European markets, emerging mariceta, asset 
structured debt products. Successful applicants must be highly 
motivated self-starters and should have good technical, 
communication and presentation sldlb. 

iW oerformancc-based compensation package is very 


Graduates with 1-3 years' experience 

NatWest Equity Partners is a leading European 
private equity investor, head-quartered in London 
with a network of offices in the UK and 
Continental Europe. 

We are seeking two Executives who wilt work on 
transactions across the UK and Continental 
Europe. The Executives wifi be fully involved in all 
aspects of the private equity investment process. 

We require recent graduates with between 
one and three years' experience in a top tier 
investment bank or strategic consultancy firm. An 
excellent academic record and a second European 
language are essential. 


These positions offer the unique opportunity for 
two young talented professionals to develop a 
rewarding career within one of the most successful 
private equity teams in Europe. 

Candidates should apply in writing with full CV, 
remuneration details and contact telephone 
number to: 

Recruitment Co-ordinator 
NatWest Equity Partners 
8 Fenchurch Place 
London EC3M4TE 
Fax: 0171 3743580 

NatWest Equity Partners Limited Regulated by IMRO 




available. 




To advertise your appointments in the FT please call: 
Tel: +44 171 873 3351 Fax: +44 171 873 4331 
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FINANCE DIRECTOR 


UK TREASURER 
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Global Fund Manager 


Six figure package 


London 



International Financial 

To £80,000 + benefits 


London 
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A rapidly growing world leader in fund management with significant assets in die UK seeks an entrepreneurial 
finance director to help drive the business forward. 

You must he able to demonstrate excellent technical skills in financial reporting gained in the financial services 
sector. A lively imcllect is r.«rmial coupled with an easy communication style to deal with auditors, regulators 
and bankers. 

You will have a wide ranging commercial remit with ftdl Board responsibility for statutory and regulatory 
reporting, management accounts, business profitability, pricing of outsourced services, product pricing and the 
provision of management information. 

This is an important opportunity for a high calibre person to thrive in a dynamic and changing environment. 

Please reply in confidence, with CV and remuneration details, to Criterion Search. 50 Regent Street, 
London W1R 6LP. quoting ref: 3043. Id: 0171 470 7212. Fax 0171 470 7171. 
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THE GROUP is the world's fastest-growing global insurance services oraanisation. ollcnog a com P re ^ > ‘ W 
range of insurance services - reinsurance and wholesale/speciality broking, insurance nuuwgcmcn . v 
consumer insurance products, consulting and underwriting. Via continuing acquisition and organ*, t *pan 
Group has grown revenues to S5.8bn and has established market leadership in a fast -changing i usin'. 

THE ROLE is to manage the financial assets and liabilities of the UK Group and certain international opcratiini'*. 
Working closely with ihe U.S. Treasurer, but wiih a high level of local autonomy, you will *- nnew i? icn 
corporate cash management. FX identification, risk control and treasury reporting. Key u> success ,s 
to build long-term relationships with business managers across the Group and wilh the U.S. parent. 

CANDIDATES should be MCT qualified graduates with extensive experience within a blue chip. inMraaiiMul 
group. Hands-on and team oriented, mature and highly credible, applicants will detnonstnne the drive an j u> 
to progress within this meritocratic and open organisation. 

Please write in confidence, with CV and remuneration details to. Criterion Search. 50 Regent Street. 
London W1R 6LP, quoting ref: 3046. Tel: 017! 470 7212 Fax: 0171 470 7171. 


CRITERION 

SEARCH 

Part op The Curzon Partnfr^hii 1 
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Exciting career opportuiffles open up when EATON 
establishes Its new European Headquarters at 
the Gateway to Europe, Amsterdam. If you are a 
professional in the area of Finance you are now 
challenged to contribute to our corporate growth 
goal A goaf as ambitious as feastote! 

Internal Auditor 

The primary responsbifty of this role Is to 
ensure that oper ati n g units are performing 
efficiently aid in accordance with Eaton guideli- 
nes. To achieve this you wiH review processes 
and recommend Improvements whilst ensuring 
that they are Implem e nted and adhered to. Ybu 
will also be involved m a variety of ad hoc pro- 
jects, To succeed in this rote, you wfll have at 
least 3 years 1 experience In Internal or exter- 
nal auefiting within a miritinational, blue chip 
environment You wifl also po s s es s a real de si re 
to add value to the business and the ability to 
take fufl advantage of the challenges this 
international opportunity has to offer. This role 
involves an element of worldwide travel. 

Financial Analyst 

Within Ms rofe you will provide statutory and 
financial management i nfo r mati on to support 



the European I loadquartore and operating units 
throughout the Netherlands. This wU indude 
an extensive range of financial resporaabtfitves 
together with varied ad hoc projects. The suo- 
cessfd candidate win have at least 3 years 1 
experience gained with in an international 
financial reporting environment and knowledge 
of the Dutch accounting system as wefl as 
US GAAP. 

Infonnatkm A orientation 

In f or m ati on is also avaBabte on the spaefal EATON 
page of the wobsfte of F5S (nmw. fesjeauk/eaton), 
Eaton* cored ten t s in rechotmant, search & 
selection, who wffl be hareSng the first contacts. 



Head of 
International 
Audit 


G£60,000 & bonus & benefits 


Our dient is a vary ambitious £1 billion listed UK pic operating in the Global 
Logistics and Business Services sector with successful and growing operations 
in over 100 countries. The Group's expansion is underpinned by a very 
focused management, a strong drive in service innovation and the 
organisational flexibility to take advantage of the increased demand for 
sophisticated, integrated logistics and service solutions. Organic growth is 
complemented by a very active acquisitions programme. 

The Group International Audit Department performs an essential role in 
providing assurance to directors and managers regarding the quality of 
information and integrity of financial and operational systems and control 
processes. It also provides independent appraisals of business activity, 
acquisitions and other related project work. The Department is consequently 
able to provide finance professionals with valuable experience of the Group. 
The Head of Intemctional Audit position has proved; to be a very successful 
entry point and development rote - the. previous three job holders have moved 
on to Regional Financial Director positions within the Group. 

Candidates should be Chartered Accountants, with strong academic 
qualifications and several years exposure to multinational clients at manager 
level in a major audit firm. The role demands high levels of technical 
competence, computer/systems experience and strong management and 
communication skills. The Group culture and the nature of the 
position make overseas experience and a second language a 
material asset. The position will be based in the M4 corridor and there will 
be up to 40% fravd overseas. 

Please reply in confidence quoting Ref: L664 to: 









For more specific Information you may contact 
Richard Morris at FSS in London, phone 
00 44 1753 621866. Send your written applica- 
tion - with cal - In English to Richard Morris, 
FSS Group. Paragon House, 102 High Street, 
Bon, Berkshire SW6AFUKL 


Brian Mason 

Mason & Nurse Associates 
l Lancaster Place, Strand 
London WC2E teb 
T el: 0171-240 7805 


Mason 
& Nurse 

Selection and Search 


* 


c£35K + car + 
benefits 


INTERNATIONAL 


FMCG 

COMPANY 


Bucks 


or 


Amsterdam 


COMMERCIAL AUDIT MANAGER 

“delivering value in a partnership 

environment” 

This is a £3.3 billion international FMCG organisation with operations spanning every 
continent and an outstanding portfolio of market leading brands. 

Following the recent recruitment of a new Head of Audit Services the audit department is 
now committed to establishing itself as a partner to the business, focusing on managing 
business risk and controls. As a key member of this team the Audit Manager will assist 
operational management with the achievement of its goals across a geographical region 
that covers Western and Eastern Europe, Middle East, Equatorial Africa and South Asia. 

II 

All candidates must be recently qualified accountants or MBA's with a strong track record of 
delivering results. Individuals with exposure to blue chip multi-nationals will be of particular 
interest. Essential is the energy, enthusiasm and commercial acumen to add real value and 
influence a wide range of business managers. 


he department has already had considerable success in promoting managers into the business, 
envisaged that it will become a training ground with individuals being actively marketed into 
line roles after about two years. This is an outstanding opportunity to make an impact on a world 
famous organisation during a period of significant change. 

applicants should write to Lucy Bennell at the address below, enclosing a CV. 



Queensgate SPV Services I .United 

CAYMAN ISLANDS 


Client Accountant 


Attractive Tax Free Salary + Benefits 


This exoting specialist fiduciary services company, located in die Cayman Island^ is an offshore 
services provider to companies involved in structured finance, securitisation and capital markets 
transactions. 

Continued expansion has created excellent opportunities for two qualified ACCA, ACA or CPA’s with 
a minimum of2 years’ poa qualification experience to handle the fast growing wxkknd. The petitions 
will include the pruvison of accounts and accountancy advice to offshore Special Purpose \fehicfcs 
involved in all forms of debt issues. Reporting to the Directors, specific rcsponsibilitHs sill indtxie: 

• maintaining accounting records for Spy’s 
• preparing fin a n c i a l statements for SPY'S • liaising with auditors 
• administration of voluntary liquidations • assisting the company’s financial Controller 
• assisting in the Implementation of the expanson of the company’s existing accounting systems 

Whilst knowledge of STV transactions is not essential, all applicants should be computer literate. In 
particnlar., knowledge of Exc e l , Word and Peachtree would be advantageous. The salary will be 
attractive and is subject to negotiation. 

For lurcher information in complete confidence please contact Jane Foster at Lanrmcc Simons 

International or send a CV to hex at the address below. All direct and third partv responses will be 
forwarded to us. * 


I* 


The Pc^ehdl Group Lid. Remxtixnem umsulunu 
125 H^ghkMbont. London WC1V6QA. 
Tel 0171 404 3153 F«l 0171 4040140 


The Peachell Group 


◄> 


THE HUMAN UMEWKa 



LAURENCE SIMONS 

International Legal Recruitment 

donW^^Tri^ 44 (0)171 831 3270, Fax 4- 44 (0)171 8314429 
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and accumulate. 


Accountancy Appointments every Thursday in the FT. 

Includes Tax Specialists, Analysts and Finance Directors. 
For more information on advertising opportunities please call: Tel: +44 171 873 3351 F 


I 


Fax: +44 171 873 4331 
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Providing Global Solutions to Local Demands 

^stsblisliscJ over 50 yp^rs m c • * 

professional and svner^KT»^ ^ * 15 8 ^ obal 0fl E anisation generating revenues of over $1 billion annually. This highly successful Group procure, process, store and distribute comnrciTies wrWttide. Renowned internationally for their 

ejsqc pp roach, the group, based on solid foundations has grown rapidly in the last few years due to their success in providing bespoke solutions to local markets within a global infrastructure. 

Financial Director Financial Controller 


£70,000 + Benefits London, W1 c £50,000 + Benefits 

♦ Supervision 60 ^ manaf * emsrit 3011 reSpons ^ )le ^ foe finaicial direction of the organisation, duties will include: Responsible for the day-today activities of the Group's accounting function, the duties will include: 

relevant legislatio^*^ ac ^ vities the Group, overseeing accounting operations and ensuring compliance with all ♦ Coordination and management of the accounting operation, with responsibility for ensuring the smooth day-today 

♦ Responsibility for 1 ■ binning of accounting and financial reporting, by liaising with finance Managers worldwide, 

management Of deve,opin ® moonships wfth a number of financial institutions and the ♦ Responsibility for the coordination and review of monthly reporting, forecasting and budgeting including 

♦ Investigation of b ° commentaries and variance analysis. 

proposed projects* 10655 Oroposa!s ** P 0 ®"®* 1 acquisittons ensuring financial reliability and strategic fit for + Responding as necessary to ad-hoc requests for repons, information and analysis on a group wide basis. 

♦ Responsibility for human resources tnchidine headcount strateov and want™** * Ensuring, by liaison with relevant departments, that the management information systems are continually evolving 

♦ DevetoDinp rp(ati^,ck;^ .. . * ^ procedures. to provide relevant commercial information, adding value to the organisation as a whole. 

ships with brokers in clearing houses, insurance markets and different commodity excharges. . _ 

♦ World ns closeiv tho ^ ... . . y c * aw w Ba ♦ Ensuring accounts procedures are adhered to and propose improvements to ■wording methods where roquwed. Set 

new financine mwhftr+c fl T te ^^ ve P vectar to establish and develop the future direction of the Group by sourcing up procedures aid instruction manuals for finance processes, reconciliations and si-stems. 

new Tinancing methods eg syndication, securitisation and off balance sheet funding. „ J 

Candidates will be n , Candidates win be graduate qualified accountants with at least r.vo years PQE: strong technical and team leadership 

se n( or igy-i i ri „_ru. witt1 a minimum of five years PQE and a proven track record at a skills will be a prerequisite. Practical exposure to the areas mentioned above would be desirable, however, the 

demonstrated strong interne™™ a C * uar,ty driwen businessrto-busmess service environment. Having potential and quality of the applicants is paramount to enable them to develop with the Group. Rut 467759 

™ewsonal skills and danty of strategic vision, you must also haws the energy and drive to 
translate this vision into reality. Ref 464604 

I? tf,ese high profile roles, canefidates should write enclosing a current curriculum vitae quoting the relevant reference to Neil Murphy. Michael Page finance. Page House. 39-41 Parker Street, London WC2B 5LN. Telephone 

0171 269 2335, fax 0171 242 1020, e-mail: neiimurphyfifokfoaelpage.com 


Michael Rage 


FINANCE 


Australia * Chin • France • Germany - Hong Kong • Italy • Ncth«rUnd( - New Zealand - Singapore ♦ Spain • UK - USA 
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Head of Finance and 
Estates 


® 


Revensboitfne Collie of Dadgn end Commtmlcatlon to a eantra of nxcoBonca offering Mgi qpaffty ap e ct al l Bt adueatfoa 
for the design aid communication Industries. Operating In the UMvmdty sector, Rav ens bo w me o f fer s Internationally 
recognised degree causes tn broadcasting and design. Working In partnership with sponsor Industries to provide 
QPffewan "rT^—hfe* *nr rrhrrtmts, thr Pnlhtf n him Imrnirtnrt tmnrvfty hi now rfl£tfnl techanfegy tn eoahto ftio devetopment 
of newskffis and cSsdpBnes. 


South London 

The College Is currently seeking a Head of Finance and 

Estates to take responsibility for an financial aspects of 

academic and commercial acthrtties. 

The role:.. 

« Strategic planning -a member of the Senior 
Management Team, five year strategic plans and 
financial .fprecasts,. risk assessment and financial., 
control 

♦ financial information and systems - production of. 
financial statements and statutory requirements, 
develop and improve the Integrated management 
Information systems to support quality of information. 

♦ Financial management -assume responsibility for 
procurement, estates facilities and external contracts 
within the College. 

♦ Staff Management - support and encourage the 
finance team. 


c £40,000 + Benefits 

The Meal candidate wlH be: 

♦ Futyy qualified Accounant (CCAB recognised). 

♦ Credible - able to Ease with afl levels of senior 
management, academics and support staff. 

♦ EntfiuslasftJc - wffliqgness to inspire others and lead- - 
by example. 

♦ Pro-active - desire to improve and develop in an 
evolutionary culture. 

♦ Commercially Aware - identifying areas for Impro v e m ent 
or development, providing an innovative perspective to 
problem striving. 

interested candidates should write, enclosing their CV 

and details of current package to David Morgan at Michael 

Page finance, Page House, 39-41 Parker Street, London . ■ 

WC2B5LN. Rax01718316293.PIeaseiJiWefe£.4667 r 86.5 

email: davUmorgan^nlchaelpagexom 1 


Head of Financial 
Management 




. IMMHJll 


DGAA HomcUfe Is at the forefron t of care and support far p rofawfonata suffering frailty In old age or financial efistrass* 
Established In 18S7> DGAA Homaftfo Is a nationally and UvtsnsatloRaUy recognised charity, tetttag stemia rd s of 
accedence In tha quafity of cans and service pmMon. With an annual expenditure of £15 mUDon and 34 residential and 
□ncsbifi homes across the UK, the charity Is presently completlic e £24 mQUoii reftirtristunent pro gramm e and Is In a 
position to embark on the next phase of Its development. 


Central London 

In this exciting, newly created position, DGAA Homelrfe is 
looking for an individual to contribute to the commercial 
awareness of the organisation, whilst maintain tng the 
charitable ethos. Reporting to the Director of Finance, the 
Head of Financial Management wlH be responsible for 

♦ Reviewing financial controls and procedures, implementing 
new policies to improve financial performance. 

♦ Establishing key performance indicatois, activities and 
financial models to support corporate strategy. 

o JMalntainlng and developing budgets for 14 residential 
nursing homes, supporting budget holders in 
making financial decisions. 

♦ Business reengineering, inducting research into new 
computer systems and Implementation of new data flow 

- to strengthen management control. 

♦ Deputising for the Director of Finance where necessary. 


up to £38,000 + Benefits 

To succeed in tins role, you will be evened by change, 
innovative, commercially aware and results driven. Your CV 
will demonstrate: 

♦ Full accountancy qualification (ACA. ACMA. ACCA1. 

♦ Credibility with an ability to enthuse others and lead 
from the front 

♦ Ability to assess problems, apply theories and 
generate solutions. 

♦ Systems skills, including devetopment and Implementation. 

♦ First class track record of a dnewemertts. 

interested candidates should write, enrtosmg their CV 
and details of current package to David Morgan at Michael 
Page Finance. Page House, 39 41 Parker Street. London 
WC2B BLN. Fax 0171 831 6293. Pfease quote ref 467464 
email: daridnmgani&michaelpagexorvi 
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Director of UK 
Business Services 


North West 


c £50,000 + Car + Bonus + Relocation 


Our client is a major multinational manufacturer, 
supplying a range of advanced technology, 
engineering and chemical products. It is continually at 
the leading edge of worldwide manufacturing 
initiatives and Is growing both organically and by 
acquisition. 

An experienced finance professional is required to 
head up foe shared business services function for 
foe multi-site UK operations with a turnover exceeding 
£400 million. 

The key responsibilities wilt be: 

♦ Management of a department of 20 staff. 

♦ Development of the relationship between foe 
function and operations man^ecnem. 

♦ Support the integration of acquisitions into foe 

business processes. 

♦ Develop financial management s yste ms and help 
move the business towards foe introduction 

of SAP. 


♦ Support process improvements within foe UK end 
further promote the devetopment of shared 
services. 

♦ Drive total quality initiatives through 8 number of 
key projects. 

♦ Budgeting, forecasting and reporting on 
departmental costs and improving efficfency/cost 
effectiveness of foe function. 

The successful candidate will be a qualified 
accountant with at toast eight years post qualification 
experience. Key attributes will be positive leadership, 
gpod technical knowledge, a good strength of 
character, maturity, a dowrvtD-earth nature and an 
ability to sell Ideas for improvement. 

Interested candidates should send foe lr CV together 
with details of salary package to David Gunning ACA. 
Regional Manager at Michael Page Finance, 
Clarendon House, 81 Mosley'Street, -Manchester 
M2 3LQ. Alternatively, fox 0161 236 8059, quoting 
ref 467000. &maji:david^foningernic|taelp^e.coni 


Michael Page 
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FINANCE 
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Financial 

Controller 



Tire Royal College of Anaesthetists la tire governing body for anaesthetists In the UK* It was estaMshed by 
Royal Charter as a cteittable body In 1992, The College safegiards tire Interests of the pubfic by promoti ng the 
(driest standards of practice In anaesthesia, intensive care medicine and pain management. The College also 
represents a naesthetists within the medical p rofe ss ion, to government and to the bitein a tfo na l community. 


Central London 

Reporting to the Chief Executive, the financial 
Controller has a central role to play in foe continued 
success of foe College and an opportunity to make a 
significant contribution as the College faces up to 
new challenges. 

The main responsibilities of this key post are: 

♦ Managing the finance function on a day-to-day basis, 
taking an active role in the development of staff. 

♦ Providing financial input and advice to senior 
management on all strategic issues facing the 
organisation. 

♦ Preparing high quality financial information 
including statutory reporting, quarterly 
management accounts and returns to the 
Charity Commisston. 


£40,000 


♦ Setting and monitoring budgets and producing the 
business plan. 

♦ Overseeing investment policy and managing the 
College's cash flow. 

The successful candidate will be a qualified 
accountant who can demonstrate proven 
management experience, excellent interpersonal 
skills and an ability to influence senior management 
at a time of change. 

interested candidates should write, enclosing 
their CV and details of current package, to 
Matthew Moms or Stephen Rutherford at Michael 
Pqge finance. Page House, 39-41 Parker Street. 
London WC2B 5JJVI. Fax 0171 831 6293, 
email: matthewmomsi9mlchae1page.com 


Michael Page 
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IT Appointments 


4 


INVESTMENT BANKING 


SWAPS/ACCOUNTING 

£35K - £55K + BONUS 

Premier L T -S. Investment Dank seek a high calibre Business 
Analyse for their Fixed Income capital Markets group. Your 
remit will include liaison with new business groups to 
define accounting requirements, identify and resolve 
analysis issues and assisting the development team during 
the design and construction phases. The successful 
candidate wtH have a strong academic background, analysis 
and testing s kills , systems development experience and 
preferably accounting or SWAPS product knowledge. 
Outstanding career and financial rewards. 

C++/STOCHASTIC METHODS 

£40K-£60K+ BONUS 

Pre-eminent European Derivative* House seeks a Financial 
Engineer for their Front Office Trading team. Working 
closely with quantitative analysts you will help build 
analytics libraries for the FX/Opdons Group. Successful 
candidates will have strong C++ programming skills, 
excellent numerical skills and a good understanding of 
capital markets. The role is challenging, exciting and 
extremely rewarding. High calibre candidates with a sound 
academic background need only apply. 

VISUAL BASIC/FIXED INCOME 

£35K - £50K 

Leading Investment Bank seeks a Rapid Application 
Developer to work in their Global Fixed Income Group. 
Providing tactical development for Traders, you will be 
expected to deliver object orientated tools with an 
emphasis on long-term usability. You must have a minimum 
of two years experience of Global Markets particularly 
Fixed Income and object orientated development 
Techniques You must be prepared to work in a 
dynamic, high pressure environment unsupervised 
Vet acting as a team player. High calibre candidates 
with a strong academic background need only apply. 




C++/FIXED INCOME 

S45K-S70K + BONUS 

Fixed Income Derivatives Group of this Global U.S. 
Investment Bank seek a highly qualified Financial Engineer. 
Developing and .supporting the Derivatives system you will 
work closely with the quantitative team to implement 
models and roengineer prototypes. A strong numerical 
background Is essential coupled with financial market* 
knowledge and a minimum of two years C++ programming 
expertise. An outstanding career opportunity. 

QUANTITATIVE ANALYST 
£40K - £50K + BONUS 

Premier European Derivatives House seeks a junior 
Quantitative Analyst to join their OTC option* team. Initial 
duties will Include research analysis, mathematical 
modelling and verification of option pricing models. The 
successful candidate wi]] have an Impeccable academic 
background to include a numerical based PhD and have 
strong comm unicar ion skills coupled with an enthusiasm 
for the financial markets business. A challenging and 
rewarding career move. 

BUSINESS ANALYST 
£40K-£5?K 

World leading Investment Bank has an opportunity for a 
Business Analyst to work in their Technical Support Group. 
The successful candidate will work on a wide variety of 
projects including redesign of the middle office systems 
and improving the consolidated view of Front Office 
positions for P«$dL and risk management purposes. Proven 
project management skills, through business analysis, 
development and testing, to sign off and roll out are 
essential coupled with excellent communication and 
presentation skills in order to liaise with users, IT and 
senior management- Candidates with a strong 
academic record wishing to pursue a challenging 
career In IT and Project Management need only apply. 


The people the City turn to first . 


Many of our clients alio offer Contract opporttnities requrng the above sfcKa. 

ARC are preferred suppliers to the tap finandal institutions. This is a seteeban of current opportunities in the City. We have many more. 

Our consultants have an in-depth underetanefing of this market and how it can woik best tor you. so please caA Paul WRkins or Amanda Grassland 
on 0171 287 2525 to cfscuss your options. Atemativaty please send, fax or e-maB your CV to us at: ARC Recruitment 
15-16 New Buvtinglor? St London W1X IFF Fax: 0171 287 9686. E-mail: aogtijobs co.uk 
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GLOBAL INVESTMENT BANK 

FIXED INCOME AND EQUITY DERTVATIVES 
BISS MANAGEMENT . 


CITY 


Our client is one of the world's foremost 
global Investment banks with a strong 
reputation for leadership in financial product 
development and technological innovation. 
They a re now seeking to recruit a small 
number of highly talented quantitative 
analysts and quantitative developers to join 
this from office group. The group is a 
stimulating mix of quantitative analysts and 
quantitative developers sitting side by side 
the trading and soles desks developing, 
enhancing and integrating trading and 
market risk models. 

An excellent science/mathematics 
background is required and should Include a 
1 st or 2.1 honours degree from a .% 


top-tier uni versify ideally with a high dcgiw 

and preferably a minimum of months 
financial experience- Fnr both rules* hiintiN-t*! 
computing experience is required inchklMf. 
fnr example C. C++. VisunlC++. \immI 
Basic. Excel etc. Enthusiasm will he a distinct 

advantage. 

Remuneration packages are excrilcni and 
include a substantial bonus and benefit's 


In the strictest wnlWcncc. pkwsc send a loH 
CV to Craig Millar at Millar Asmjcuucs. ft 
Sloanc Street. Knightsbridge. Umdon SW I X 
9LE. Please quote reference no. FT I S 1 1 - 
Td: 0171 S23 2222. Fax: HI 7 1 S23 221W. 
Email: niillaraSLK“iutc>^sw l .ichiKwm 




Millar Associates 

INTERNATIONAL SEARCH 6 SELECTION 


manage a 
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3 day transaction 
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day 


www.capitatmarketscompany.com 



BANKING FINANCE & GENERAL APPOINTMENTS 


HEAD OF INTERNAL AUDIT 

LEADING EUROPEAN BANK 


CITY, LONDON 

Xh otic ut the Eve hipcs. (nuariad Insiituisans in Europe, ihia Cocvu«d mivecsaL tank tv& a ckarty defined 
customer imt-iued profile Tho a pimidc Treasury Scnvcx Ccnpoatc Banking JLod Properly finance, to an 
mi erratum] efiem hose. 

Due to oimtnuous growth of Hie buMncss. a senior audti protesiomd & ro q uii ed to nzxragr 
a learn which reports *jr the adequacy aod rffccuvmcx* of the bank's system of intenal cnruiuL 
This will be adUcved hy a turmal evaluation of the risks associu ed with the hank's cunent and pmpcccd 
fauuncss wsxcms. The iojcccssfid candkhic will be expected u> develop and maifltaui s ro uy evoridng 
rebtmivMps boib internaQy and cueroaUy rn ensure that efieen v e use b made of aQ resources. 

The Ideal candidate win have specialised in the appfieatjoQ uf modern auditing tcdutlqucs and wifi 


hrreexfrencncc of s up ovtei nR staff. 

You wifi fit die following profiler. 

• professionally qualified 

• strong financial services background, with at feast 10 years experience of the baxddrg industry 

0 currently employed In the audit department of a hank or simitar financial ins tir urioo n manager level 
or above 

• tat the zbfipy 10 advise and act in a cuasultlag rote whiter ma h waWng the highest sumdante of 
professional independener 

• be capable of communicsting at all terete throughout cbe group 


& EXCELLENT 

The abme postakn b an acting prospect for Mnconc looking far Jn mtcrertinp. pnjfc*wnaJ wortav 
environment. If you fad juu possess *e accessary anriburcs ami *uh ru tfasdup inur uan.tr in a 
ri »M e n si n g and admu fa tin genriromnan. nfaasc comacr Panl Gladstone at aobenTOJictt 
10 Bedford Street, London, WC2E 9HE. TeL t +» 17t 915 8746. 07970 884 218 (rvrninssl, 
^ + ^ 171 915 87x4, Email p ai d gh daooeftofaeHwaherKtHn or if tuu an? tjipjvio)! 6im ASa, 
amaa James Gundryn Robed Valient Associates, 21st Floor, Jardine House. One Connaught 
Ftace, Count Hong Kong. TcL + 852 2525 7808, f JS - + 852 2525 7768. 
EnpiLjame»^ndiy#ie4>eiWa Wim . c oni OMx hap-J Avvrw jiab cr tw alxe rs. com 
You may also apply vta htq»^/tapsxom/Robe«_Waltcrs quoting rdm-nct? IWTUrt 
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Entry to Headhunting (Corporate Finance) 

Assistant to Managing Director 


UK/European Coverage, Cambridge 

This is an opportunity for a City professional to step straight 
into a lop level international Headhunting role following a 
6-9 month apprenticeship acting as Assistant to the Managing 
Director. Initially you will run the Managing Director's 
operational office - within three months taking personal 
responsibility for the project management and transaction 
or retained mandates in London and European financial 
centres. This apprenticeship period, which attracts a fixed 
salary, will give you immediate exposure to high level 
international Search assignments typically rirtraering fee s of 
berween £S0k and £l50k per assignment. 

On successful completion of a maximum of 9 months in the 
post you will pro g ress to full Consultant status and take on an 


Base £30k-£100k 

operational desk in the Banking and Corporate Finance 
division. With bonus and benefits your package will then 
approximate to one third of personal revenue (revenue target 
£300k+ per annum). 

lb qualify you must be working in a City rote in Corporate 

Finance, Investment Banking, Broking or related Legal area. 

■ 

or possibly within an MA A department Differentiating 
characteristics include Wtslern European languages, 
experience or pic advisory work and/or a contact and 
knowledge base within a mainstream industry sector group 
(e.g. “telecoms). Most of all you r el have a burning desire 

to succeed in a new career, and the professional presence to 
operate at this assignment IcveL 


yfli. 
V# v ■. 
&h‘- 


7 b oppty. please forward firft 
career details including atnrnl 
salary package to Stumvn Wat 




PHOENIX 


Phoenix Search &. Selection, 

Mlhoa Hvtt, AflBon. Cambridge. CB4 6AB 
TeL 01223 441661. Ear 01223 4406S1. 








Head of Division 

Private Client Investm 

Lea ding Kent Law Firm 


Oor cGeot is a leading law firm jn the Sooth East,, 
with a large uuuibcr of commercial cheats is ndl u 
fin extensive private cBem practice. The firm has an 


ex pan d in g myestn^tpam^epicnt o osin es s and now 
wishes to appoim on experienced private diene 
investment manager so bead and devdoptec&virioa. 

Based in Tunbridge Wells* the role will involve the 
development of investment business from new and 
existing cKcnts^ tbe management of individual 
port fo lios and leadership of the team of investment 
and administrative personneL Professional expertise 
and the ability to handle the planned growth of the 
dep artm ent are key attributes. . . 

Tbe successful cazxfidflft wOlhamactazentg 
proven track record as a professional invertmeot 


m a nag er wkh an ability to lead die investment 
team as weB as possessing the personal qualities to 
build co nfiden ce a mo n g st the &nn B s partners and 
their diems. It is envisaged that die role will appeal 
to candidates who recognise the quality of life and 
calibre of work available with a reputable 
provincial firm. 

hi addition to a negotiable basic salary there is an 
attractive bonus scheme and fringe benefits 
package. To apply, please write enclosing your cv, 
(indudfing details of your ament salary package 

and daytime contact number), quoting Ref; 1501 
to Fiona Law at FLA Ltd, 

211 Piccadilly, London Wl V 9LD. 

TfcL 0171 738 9732 Fax: 0171 917 2932, 



SEARCH. SELECTION 
ANDCOrOUUANCY 


TbcfTcmbelpyMn^sddM bw^ OwBaJiwWjdKFnKlihy.n^ J_„7 

grves you s oniqoe ramrinrast ad«niHJ>g opportmrttyjD^^^w 30,1 

funner deeuts please tch&Kax Kiri LarrUiOn oa 441 0171 S73 3M OTlu "^ 


les Echos 


^Ofid-Ftw mfiMnutfUHHiili rslc* 
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BSMG WORLDWIDE 

EUROPEAN FINANCE DIRECTOR 


r~ 


fc 


fpNDON HE An OFFICE 

^ ^ ^ “^ofite "WM'iTop 10 public icfarioos and conunimicaiiOM manaymrtu 

'i scnfcej ^ nC ’ ta P 8 ™ company fs (be stub tunes! advent and mutoioR 

rk j TOlUwi ^ c * KMG^wicWdc h die cm US ‘Agency of the Year' wanting to a 
J^oatejoinal.aftdhubccn the Eistcst growing agency for the past river ran 

*** COmpa “ y alpea ^y o’*** one of die UK's hot known PR Aims 
B * dttr ^ BSWG 4041 ^ sweady acquired qtattty businesses In Brussels and Hamburg. 
05 P8nskm In Europe b a major priority and It is cumnrfnetl to hmktog a strong 


Ifl rapport of ihb aim, the company now accfo 10 moult a European Finance Director The 
n * >0rts 10 ^ ® ^ Europe, works closely with the CFO of the Lb PR Qim and Joins rfK 

“opean Board of Maiagancm. 

yfl be carted and Indutic: 




• financfcri integration of the expanding Eumpcan network companies indutBng introduction of 
appro pr ia te Accounting and wiwtuig stmts and wnimh 

• liiunclal coMnUditinn of the Lurupcan network remlb and timri y nportbig lu European 
hoard and lb GAAT reporting requirements 

• provpdun rrt corntncrctaJ RnancfcU support UkludinR us and treasury management to (he 
European hudneMs to nasinik hodi profit and cash sutam 

<9 kkmdk-Mnn of potential acquisition on*?” and cuonlinaiiofi of the due diiifieucc process 
and cviduaiiun of rtsuhs 

The ideal candidate wrf] be a mill vonjmenid Finance Director with a passion for and a 
cocunuuncm ro btrikUng a strung European Pcrwoik. He ur die will be a gratiusc qio&ficd accountant 
with a minim um of Ihc ycji> post qiulifiradun experience, n ka ih gained hi a service led, time 
et tin angenYhonman: 




TO £80,000 + BENEFITS 

Previous experience in riraling with European ana border is*** undenowl**'S l s 
repotting requirements. and post toon& and acQUfiittoO iiuegraitoo s required. Frendl <w 
German language skills will be on advantage, as tbe role will involve 10 - W oswd. 

This opportunity wHI suit an individual with a roults ortaHed approach and the abfllts 10 

thrive In a demanding and rapidly d un g in g envtwntncni 

Critical for sucC c» at onong leduical skills. cultural <enrtnvftr. a can do attitude and the 

accessary Initiative to think outside the box. 

Rjt a confktmid discussion phase call Jaoct Arnold ACA or akeflMtiuriy bend an updated 
copy of your Curriculum Vine stating current y paclai^. ro Robert ABdodnes, 

10 Bedford Sorct, London, WCZE 9HRTei 0171 379 3333 w te 0171 915 B714. 
frnulL Janrtjr nol dft ob e rtwa lawxoin tfch: tatp^/www.robc* tv, ndtcrtxom 
You may also apply via https//ttpM«wii/lUjbertJWalfiefsquaihig reference RW325. 
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VENTURE CAPITAL 

GROUP FINANCIAL CONTROLLER 


CITY 


c£55,000 + CAR AND BENEFITS 


Thb dynamic Private Equity Finn is becking to recruit a high calibre Group Financial 
Controller wfao wiH report to the Group Finance Director The successful caztcUdatc will 
manage a s m all team responsible for ihc dGdeni running or the financial and managetuem 
accounting fuoctiPQs. 

k,\ Key *wks wiD comprise of an aspects of financial control: die preparation to tight 
^teadUnes, of monthly management information and regulatory returns and the production 
of statutory accounts. In addition, the appointee win be responsible for overseeing tbe 


company's private equity portfoHo information system and IT Function. 

The succc^ful ramlkhiir will: 

• be a graduate qualified accountant, preferably with experience of working 
in the financial services industry 

• make an Immediate positive impact on the finance function 

• be an effective man manager with a proven track record or success 

• have the ability to become a driving force In a dynamic team environment 


If you fed you fli lire profile and are looking for a career move into a fascinating and 
fas moving company you should contact in the first instance Giles Daobcncy or 
Jason Garner at R ob e r t Wallers Associates. 10 Bedford Street, London, WOE 9HE. 
Ted: 0171 379 3333 office 0171 915 *714. 

E-tmfi:jasQn.garDei*liobeitwidtcr 8 xom 
Web: hltp^/www jti bcrt w gheisxom 

You may also apply vki hitp^/tipsxom/Roben.Waltcxs quoting reference RW224. 
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OUTSTANDING CAREER OPPORTUNITIES 


Ui ■ 

CITY 


Mi ■ 


FINANCIAL SERVICES 




& EXCELLENT 


TUs highly Innovative and entrepreneurial financial services oiguiutioo has experienced 
exceptional growth over the last seven years. Growing by acquisition and Innovative child parry 
consultancy^ the group currently has a customer bare of 400J100 and employs over 400 staff in to Ghy 


As the mu te Voder In Its particular fields and haring invested heavily Id leaAag edge technology, 
the organharton ts Ideally poised ro continue Its imp ressi ve rate of expansion tano tbe nriDc nnh un 
and beyond. 

Senior management have Identified three ana where new expanse h required to lead strategic 
bnsloess d ocM onSw orftically assess protects and produce high quality, inctorve financial reports, all uT 
which will be key to ihc groups devdopment and growth plans. 

lndfvftdtnb wlB be from a Rnancla] services background and will ideally have some exposure id 
tbe 


Tbe three critical roles are: 

CONSULTANCY FINANCE MANAGER 

• coordinate and structure tbe financial aspects of the group’s ambitious growth plans bo pro vi ding 
consultancy services lo thin! praties 

• develop internal Financial Management Costing 
FINANCE MANAGER 

• working within the Group Finance function and liaising with senior annagemem 

• perform due dlHjsencc on prospective jcqufeJdons 

• mamuin all aspects uf rhe regtdaiory framework 

• M ana gement and Develo pm ent 

SENIOR MANAGEMENT/SXATUTORY ACCOUNTANT 

• respofisfisiliKy for Group budgeting 


• production of opens* allocation matrices 

f iMttMJla tag mnnrtyly ^nd aafiml nfp^nfa g 

• external audtfor Raison and ad hoc project work 

To succeed within fids organfantfon you wifl be creative, vcm dri ven individual with a rente 
orientated approach. In ad rttfhin you wlB be a qualified accountant educated to degree level, with at leas 
three years' pqe. hi kuq you on rxprn i unpacaRdod career opportunities aHorariog you to make a real 
contribution do the gro w th of tins highly dynamic orpninbon. 

Interested cmdkfaics should forward a detafled Cinracuhim Vhae id David fhanr><% at 
Robert Walters Associates, JO Pcdfo i tl Street. London, WC2E 9HE. TO: 0X71 379 3333. 
FjorOI71 915 9714. 

Bmafl: dav kl . clm ii c dl ui # r obe iTm lna m om Web: herp^/wsrw job ei t v j Ubctixoiii 
Y ou may also apply via foxp^/tapSjcoavnRobexl^Mltm quoting reference EW2 26 . 
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Senior Business Support Manager, Europe 


Central London 

United DtstfUer? A Vintners (UDV) to che worlds leading spirits and 
wines company UDV trades in more than 200 countries, has annual 
sales of men than 100 mtfUon nine-fore cases and owns the leading 
interna t ion al brands in most spirits categories. 

Whh operating profits of about £TJ billion, UDV contributes some 
60% of the profits of Diageo - one of die world's leading consumer 
goods companies, forme d In 1997 by the merger of Grand Met and 
Guinness. With an annual turnover of around £14 bflBon, Diageo 
has four world dass internat i onal (bod and drinks businesses: 
UCV, RHsbury. Guinness and Burger King. 

The Business Support team has been established In order to 
improve the quality of aB decision making which has financial 
Impli cation s. The Senior Business Support Manager wffl join a team 
of four reporting do the Director of Business Support, Europe. 

Responses! fries win indude: 

- Pkrovkle high quality business decision support to the “In market 11 
finance and c omm er ci al teams 

•Actively participate in die development of strategic plans to 
max imise shareholder value 


Comprehensive Package 


• Ensure Business Support best practice is developed throughout 
Europe 

• Provide quality business planning for all Brands induefing an 
understanding of brand dynamics, such as volume, pricing, 
marketing investment etc 

• Deputise for die Director of Business Support, Europe as app ro priate 
•The role wlH require In the region of 50% travel 

To succeed In this role you wiff be a commerdafly astute and unaqjc 
thinking quafoied accountant or MBA with exoefienc financial and 
business modeling sld k. You wfl have in ternational experience in a blue- 
chip muUtaadonal, management consultancy or corporate finance 
environment and exposure to a branded FMCG orpnisation wfll be 
viewe d as an additional strength. F vh w wM attributes wifl Bidude the 
abUty to challe nge conventional thin king in order to improve decision 
making Derfvuques and to work e ffec tively within muto-fonctional Beams. 
Please apply, enclosing full CV and remuneration details to 
Samantha Camp at jorres Christopher, Phase quote SC4Q05 on all 
correspondence. Any CVs sent direedy to UDV wiO be forwarded 
to Jones Christopher. 


Tones q Christopher 

FINANCIAL EXECUTIVE SELECTION 

Jon« Christopher Limited, 20 New Bond Street, London WIY 9HF. 

Tel: +44 (0)171 629 6116 Faac +44 (0)171 629 7117 E-mail: 5amcamp@}ones-ch7i5tophor^o.uk 


Add to 
your 
numbers 


Junior Accountancy Appointments in the FT. 

Includes Bursars, Financial Managers, 

Financial Controllers and Financial Directors. 

For more information on advertising opportunities please call 
Tel: +44 171 873 4006 Fax: +44 171 873 4331 
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Networks 


The FT IT Recruitment section is also available all week on www.FT. 


com 
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investment banking 


SWAPS/ACCOUNTING 

S35K-S55K+ BONUS 

TOmlei* U5. Imnesiment Bank seek a high calibre Business 
wiyst for their Fixed Income capiial Markets group. Your 
remit mil induct liaison with new business groups to 
aef ” accounting requirements, identify and resolve 
alj ? 5 r® 1 * 5 an d asgfering the development team during 
me and construction phases. The successful 

have a strong academic background, analysis 
and Bcsdng skills, systems development experience and 
preferably accounting or SWAPS product knowledge. 
Outstanding career and financial rewaids. 

C++/STOCHASTIC METHODS 

*4ok - &60K+ bonus 

Pre^mloent European Derivatives House seeks a Financial 
Engineer for their Front Office Trading warn. Working 
closely with quantitative analysts you will help build 
analytics libraries for the FX/ Options Group. Successful 
cand idates will have strong C++ programming skills, 
crceilent numerical skills and a good understanding of 
m ar k ets. The role is challenging, exciting and 
extremely rewarding High calibre candidates with a sound 
academic background need only apply. 

VISUAL BASIC/FIXED INCOME 
535K-550K 

Leading investment Bank seeks a Rapid Application 
Devdoper go work in their Global Fixed Income Group. 
Providing ta ct ical development for Traders, you will be 
expected to deliver object orientated tools with an 
emphasis on longterm usability: You must have a minimum 
of two years experience of Global Markets, particularly 
Fixed Income and object orientated development 
tech niques. You must be prepared to work in a ^ 
dynamic, high pressure environment, unsupervised 
Jet acting as a ream player High calibre candidates 
with a strong academic background need only apply. 


M 




The people the City turn to first. 


C++/FEXED INCOME 

£45K-£70K + BONUS 

Fixed Income Derivatives Group of this Global U.5. 
Investment Bank seek a highly qualified Financial Engineer. 
Developing and supporting the Derivatives system you will 
work closely wirh the quantitative team to implement 
models and re-engineer prototypes. A strong numerical 
background is essential, coupled with financial markets 
knowledge and a minimum of two years C++ programming 
expertise. An outstanding career opportunity. 

QUAimXmVE ANALYST 

*40K - £50K + BONUS 

Premier European Derivatives House seeks a junior 
Quantitative Analyst to Join their OTC options learn. Initial 
duties will include research analysis, mathematical 
modelling and verification of option pricing models. Hie 
successful candidate will have on impeccable academic 

background to include a numerical based PhD and have 
strong rammunkadon skills coupled with an enthusiasm 
for the financial markets business. A challenging and 
rewarding career movie. 

BUSINESS ANALYST 

£40K-£55K 

World leading Investment Bank has on opportunity for a 
Business Analyst to work in their Technical Support Group. 
The successful candidate will work on a wide variety of 
projects including redesign of the middle office systems 
and improving the consolidated view of Fronr Office 
positions for P&L and risk management purposes. Proven 
project management skills, through business analysis, 
development and testing, to sign off and roll our are 
^ essential coupled wirh excellent communication and 
presentation skills in order to liaise with users, IT and 
senior management. Candidates with a strong 
academic record wishing to pursue a challenging 
career In IT and Project Management need only apply. 


ARC are preferred suppCon to the top financial tafflutom. This is a setadtan of current opportunities in the City. Wte have many more. 

Our consitants have an In-depth understanding of this market, and how tt can work best for you, so please call Paul WIMns or Amanda Crosstend 
on 0171 2672525 to decuss your option* AltemalMy pfease send, fax or e-mai your CV to us at: ARC Recruitment, 

15-16 New Burflngton St, London W1X 1 FE Roc 0171 287 9588. E-mail: air^Bjobsxauk 



GLOBAL INVESTMENT BANK 

FIXED INCOME AND EQUITY DEBIVAHVES 


RISE MANAGEMENT 

Our client is one of the world's foremost 
global investment banks with a strong 
reputation for leadership in financial product 
development and technological innovation. 
They are now seeking to recruit a small 
number of highly talented quantitative 
analysts and quantitative developers to join 
this f r o n t office group. The group is a 
stimulating mix of quantitative analysts and 
quantitative developers sitting side by side 
the trading and sales desks developing, 
enhancing and integrating trading and 
market risk models. 

An excellent scirace/mathexnatics 
background is required and should include a 
1st or 2.1 honours degree from a 


CITY 

lop-tier university ideally with a high degree 
and preferably a minimum of sic months 
financial experience. For both rales, hands-on 
computing experience is required including 
for example C, C+-K VisualC++, Visual 
Basic. Excel etc. Enthusiasm will be a distinct 
advantage. 

Remuneration packages are excellent and 
h^inA. a substantial bonus and benefits 


Millar Associates 

INTERNATIONAL SEARCH 6 SELECTION 


In the strictest confidence, please send a full 
CV to Craig Millar at Millar Associates, 6 
Sloane Street, Knightsbridge, London SW I X 
9LE. Please quote reference no. FT1S11. 
Tel: 0171 823 **3?- Fax: 0171 823 2208. 

E mail: rrullanisociaies^sw 1 .leimejcom 


fh 


manage a 
3 day transaction 
in l day 


'C 


www.capitalmarketscompany.com 


at 


BANKING FINANCE & GENERAL APPOINTMENTS 



HEAD OF INTERNAL AUDIT 

LEADING EUROPEAN BANK 


CITY, LONDON 


& EXCELLENT #. 


As ooe of the five largea ftnanrhl tattdruduns in Baupe. this focused unftcrsd baofc has a rfcarty defined 
cistomer oriemed pcnfficThef provfidcltaswy Soviets. Corporate Banking and ftopaiy Finance, tu an 
bdcnatiotulcfienibac. 

Due to cumumcros g rowth of ibc business, a senio r zuefit professional is required to naiugr 
a w™ wh i ch reports oo ibe adequacy and e ffe ctiveness of the bank's system of internal control 
Thh- wiH hr adhered by a formal evaluation of the ifeia agoctocd with the bank's current and proposed 
butaft systems. The succesfd candktor will be ocpccicd io devdup and maintain strong working 
icbaansfthp* both intefoafif and comalk to ensure tint dfcoive use is made of ad resources. 

The hied candkfeue wffl have qxcafiscd In the appfccatkm nf modem auditing techniques and will 


have experience of super v is in g gatf 
You wiD fit the IbOowb^ profile 

• profcstiomdly 1 quafaflrd 

t strong ftnanctal services background, wfth at least 

• cunrntfy employed in the aotfli depanmesu of a bank or 
or above 

• have i he abdlcy to advise and act in a consulting role wliibt ma in t ainin g 
pro fe ssional independence 

• be opahlc of communicating ai ad fewt> throughout the group 


the highes t sundazds of 


The abore position is an cxdtiqg prospect for somcooe looking Ibc an interesting, professional working 
environment. If you fed you possess the necessary aaribanes and wish to develop your career in a 

dwfl coi tiqR and stinailatingcnvlrontncnt, piece cooing ftniGbd ro oe at RobenWhhertAsnociateg, 

10 Bedford Street. London, WC2E 9HE. Tel: + 44 171 915 874b, 07970 884 218 tewn 
Ruc+44 171 915 87l4,femafe p«iri.g ia ds rooe^robertwalftrT^i c omorlf you are applyiiy frnm Asia, 
cootaajmncs Gtmdry at Robot Waters Associate*, 21st Floor. JMae Boose, One Gonmqh 
Plnce, Central Bong Kong. Tfet: + 852 2525 7808, fax: + 852 2525 7768. 
BfgJb^ mreg g roHfay O lr obe r tivnllmfcooMi Web: ht^/ivwwjnbcrtwaltimxom 
You may alro apply vta hnp^/t^iajconi/Bobert Hfrjaers qtxxing reference RWI65 
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Headhunting (Corporate Finance) 

nt to Managing Direetc 
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UK/European Coverage, Cambridge Base 

This is an opportunity for 8 Qty professional to step straight 
into a top lend international Headhunting role following a 
6-9 month apprenticeship acting x Assistant to the Managing 
Director. Initially you will run the Managing Director's 
operational office - within three months taking personal 
respon sibility for the project management and transaction 
of retained mandates in London and European financial 
centres. This apprenticeship period, which attracts a (wed 
salary, will give you immediate exposure to high level 
international Seardi assignments typically attracting fees of 
between £50k and £150k per assignment. 

On completion of a maximum of 9 months in the 

post you will progress to faB Consultant status and take on an 


operational desk in the Banking and Corporate Finance 
ilivisixi. With bonus and benefits your package will then 
approximate to one third of personal revenue (revenue target 
£3O0k+ per annum). 

lb qualify you must be working in a City role in Corporate 
Finance, Investment Banking. Broking or related Legal area, 
or possibly within an M&A department. Differentiating 
characteristics include Western European languages, 
experience Of pie advisory work and/or a contact and 
knowledge base within a mainstream industry sector group 
(tg, Ttiecoms). Most of all you r <st have a burning desire 
to succeed in a new career, and the professional presence to 
operate at this a s s ignm e n t level. 



Head of Division 

Private Client Investment Management 

Leading Kent Law Firm 





Our efient is a leading hw firm in the South East, 
with a huge number of commercial clients » wd) as 


«pamiimg mvMtmenl iMnagemwtf ImsinHK and nnw 
wishes to appoint an experienced private chart 
investment manager to bead and develop die tfivismo. 

Based in Tunbridge Wells, the role wiD involve die 
development of investment business from new and 
m«riiig rfienK. ihe management of individual 
portfolios end leadership of the team of investment 


and the ability to handle the ptaaoed growth of the 
de partm e n t are key attributes. 

The successful candidate wfll have a current, 
proven track record as a ptofesstonal investment 


manager with an ability to lead the investment 

Maun « wd! at possessing die peram.l qimliri** 
baOd confidence amongst the firm's pwn m and 
their clients. It is envisaged that die role wiD appeal 
to candidates who recognise the quality of life and 
calibre of work available with a reputable 
provincial firm. 

hi addition to a negotiable basic salary there is an 
attractive bonus scheme and fringe benefits 
package. To apply, please write exposing your cv, 
(mdudiag details of your current salary package 
and daytime contact number), quoting R*£ 1 50 1 
(D Fiona Law rt FLA Ltd, 

211 Piccadilly, London W1V 9LD, 

Ttel: 0171 738 9732 Pax: 0171 917 2932. 
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PHOENIX 


Pbxrdx Search & Selection, 

Milton Hail, MUtOn, Cambridge, CB4 (tAB 
Teh 01223 4*1661. Fax 01223 440851. 
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p yen a inque neradmieni idwiaiqg oppomtoj?} oi die FTi Ewocna mdaMp and to bxlber imga the Frcoch bounds 

ftinher debits plnw (dopboae Knft JLofvlai «d 4444171 TO JW4 


dittos 

ct v L^Bcbu; 

«wWo|M.jRirii 


•ttfennaiioB on nocx «nd 








